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The war years witnessed a remarkable growth of interest 
in Latin America. What once had been an area which only 
diplomats and pioneering scholars ventured to explore, became 
almost overnight the center of attraction to government officials, 
as well as to scholars and teachers. Students and statesmen, 
journalists and laymen, embarked upon the exciting journey of 
discovery and exploration of the lands and peoples south of 
the Rio Grande. The Good Neighbor Policy, which until the 
end of the nineteen thirties was evident mostly in the rarefied 
atmosphere of diplomacy and international conferences, at long 
last penetrated into the lower strata of every day activities. 
In addition to being professed, good neighborliness began to 
be practiced on a large scale and in ever widening areas of 
human endeavor. We wanted to know more about Latin 
America and we wanted to know Latin America better. 


It is not difficult to define the forces which conditioned this 
growth of interest in things Latin American. They were es- 
sentially the same forces which motivated the famous declara- 


*This article is based on a paper presented at the Latin American 
Luncheon of the 1946 meeting of the American Historical Association. 
Dr. Burgin is the author of Economic Aspects of Argentine Federalism, 
and editor of Handbook of Latin American Studies. 


9 
Vv 








4 INTER-AMERICAN ECONOMIC AFFAIRS 


tion by President Monroe and which kept the United States in 
the forefront of the Pan American movement. The Good Neigh- 
bor Policy created the proper climate in which these forces 
could grow and develop most fruitfully, for it emphasized the 
principle that the concept of sovereignty is not incompatible with 
the concept of mutual assistance, such as is recognized in a 
community of good neighbors. But it was not until the out- 
break of war in Europe and the bombing of Pearl Harbor that 
the spirit of collaboration implicit in the Inter-American sys- 
tem and the Good Neighbor Policy was transformed into living 
reality. 


Effective collaboration against the common enemy extended 
beyond the area of political solidarity into economic and military 
cooperation. It called for detailed knowledge of the economic 
potential of Latin America as well as of the geographic, social 
and political environment in which that potential was to be 
realized. This in turn implied a thorough understanding of 
the mode of life and work in the countries to the south. It pre- 
supposed also a more than passing acquaintance with the cul- 
tural heritage of the Latin American Republics, their history 
and their aspirations. Hence the extension of the lines of con- 
tact between the United States and Latin America, hence also 
the intense need for authentic information concerning Latin 
America and for adequately trained personnel to serve as guides 
to and interpreters of the Latin American scene. 


That the needs exceeded by far the available resources in 
personnel and factual information was perhaps to be expected. 
What was not at first realized, and what later became only too 
painfully apparent, was the extent of the deficiency. While in 
some areas, notably history and ethnology the reserve fund of 
manpower and information was adequate, if not abundant for 
the task at hand, in the field of economics the shortage of both 
was from the beginning rather serious. It became critical after 
Pearl Harbor when Washington became the center of economic 
defense of the Western Hemisphere. 


Scarcity of information, at least basic information, could and 
was remedied in time. But the problem of personnel in the 
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field of economics and economic history was infinitely more com- 
plex, and in fact has never been satisfactorily solved. Already 
in the early phases of the war there developed a severe scarcity 
of competent economists familiar with the Latin American area 
and its problems. It became common practice in government 
agencies to fill responsible positions that called for skilled han- 
dling of complex economic material and problems with his- 
torians, anthropologists, geographers, jurists or just any one 
who had some sort of acquaintance with Spanish or Portuguese. 
The result of this practice, born of necessity, to be sure, was 
quite disconcerting. Mere recapitulation of readily available 
statistical series was only too often paraded as economic re- 
search. Economic thinking about Latin America was more 
often than not reduced to the level of endless repetition of worn 
out clichés. Even with respect to the relatively limited job 
of compiling and arranging factual material accomplishments 
left a good deal to be desired. 


To be sure, a limited number of economists did enter the 
Latin American field. But their interest in the area was in 
most instances temporary. These were shot-gun weddings or 
marriages of conveniences, to be dissolved as soon as the emer- 
gency was no longer pressing. There can be no doubt that they 
contributed a good deal to our understanding of Latin Ameri- 
can economics through proper formulation of economic prob- 
lems and adaptation of appropriate techniques of economic anal- 
ysis. But their contribution, however valuable, was of necessity 
circumscribed by their imperfect, often rudimentary, knowledge 
of the social, political and historical background of which the 
economic problems they were examining were integral parts. 
Moreover, their presence in the Latin American sectors of the 
various government agencies was too short lived to leave a 
permanent impress upon the quality of economic research and 
analysis. And most of them lost interest in Latin America 
upon their return to academic work. 

So it is that research in the field of Latin American economics 
and economic history during the war period has not been as 
fruitful as one would expect. Preoccupation with problems 
arising out of the war, all of them practical and urgent, made 








6 INTER-AMERICAN ECONOMIC AFFAIRS 


research difficult at best. But no less important was the fact 
that our research apparatus in the field of Latin American eco- 
nomics was not sufficiently well developed to utilize to the full 
the opportunities created by the war. Unlike in the case of his- 
tory, for example, economic research in the Latin American area 
was handicapped by lack of tradition, direction and personnel. 


One need not be sanguine to assert that in the post war era 
Latin America is destined to play an increasingly active role 
in the affairs of the Western Hemisphere and of the world at 
large. Latin America has grown in stature and has become 
more influential not only because of the decline, political and 
economic, of Western Europe, but also because of the very con- 
siderable economic progress which many Latin American coun- 
tries have made since the beginning of the war. Pan American- 
ism promises to encompass not only the political aspects of inter- 
American relations but economic ones as well. And precisely 
because the United States, a member of the American com- 
munity of nations, has become the economic epi-center of a large 
part of the world, the specific economic weight of Latin America 
is likely to increase. Economic relations between the United 
States and Latin America will in all probability become more 
extensive and also more intimate, and it is not unreasonable to 
assume that the outside world will become increasingly con- 
cerned about economic developments in and economic policies 
of at least the more important Latin American countries. Ac- 
cordingly, the need for competent, one is tempted to say au- 
thentic, analysis and interpretation of the ever changing eco- 
nomic scene south of the Rio Grande is likely to be more urgent 
than ever before. 


It may safely be assumed that such a demand will consist 
not solely or even overwhelmingly of requirements of the various 
government agencies concerned with Latin America. Business, 
too, is increasingly conscious of the importance of the kind of 
evaluation of the economic climate of Latin America that funda- 
mental research alone can in the final analysis provide. And 
last but not least there is the probability that interest in Latin 
American affairs on the part of the general public, though not as 
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intense as it was during the war, will remain at a relatively high 
level. It is true, of course, that the general public is not a di- 
rect consumer of basic research. But this does not mean that it 
is indifferent to such research. On the contrary, it is not too 
much to expect that as the public becomes more clearly aware 
of the problems and issues relating to Latin America it will give 
increasing support to academic research in this area. 


Whether economists and economic historians will heed the 
call, should it materialize, and take more kindly to Latin America 
than they have in the past is a question that cannot be readily 
answered. For one thing they may want to have some assur- 
ance that the propitious climate such as has been described 
above will endure. For it must be borne in mind that specializa- 
tion in the Latin American field, as in any other area, involves 
a considerable investment of time and effort that in the aca- 
demic field, at least, cannot be amortized easily or quickly. But 
even more important perhaps than the certainty and extent of 
returns on the investment are the questions whether such re- 
search is per se justifiable, and if so, whether it is feasible. 
The answer to the first question will depend upon the manner 
in which the economic problem in the Latin American area is 
defined. The second question involves the problem of facilities 
available to scholars who desire to specialize in this area. 


II 


It has been customary among economists in the industrially 
advanced countries to define the problem of research in the Latin 
American area in terms of the economic and socio-political de- 
velopment of Europe, especially Western Europe and the United 
States. Not without reason Latin America has been viewed 
as a “colonial” economy, dependent upon and subsidiary to the 
few commercial and industrial countries which for centuries 
shaped the economic destinies of the world. These “colonial” 
countries seemed eager to accept the economic, social and jurid- 
ical institutions of Western Europe and the United States. And 
the more they grew in the image of the industrial societies the 
less attractive they appeared as objects of study to economists 
who were prone to view Latin American economic patterns 
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either as anachronistic or rapidly conforming to already well 
known prototypes. The former are presumably outside the 
pale of the economist’s interests; the latter, apparently, are not 
sufficiently challenging to arouse the interest of the scholar. As 
one economist put it, the problems in the field of Latin Ameri- 
can economics are simply too thin. 


Such formulation of the problem of research with respect 
to the Latin American area seemed all the more justified since 
it was seldom seriously challenged in Latin America either on 
theoretical grounds or by means of actual research activities. 
Until quite recently economics in Latin America was not only a 
dismal science but a neglected one as well. Even in the more 
advanced Latin American countries no serious effort has been 
made to test in terms of local experience and environment the 
economic theorems formulated in the industrial heartland of 
the world. Nor were Latin American economists interested in 
formulating generalizations based upon the political-economic 
experience of their countries. Economic thinking and teaching 
followed the European classical pattern, and there was little 
contact between it and local institutional development. Whether 
this divorce between economic theory and practice was the re- 
sult or the cause of neglect of economic history is a question 
that need not concern us here. What is of moment is the fact 
that until recently academic economists in Latin America have 
not attached sufficient importance to patterns of evolution of 
their own economies. 


The conception of Latin America as a mere appendage of 
the industrialized economies cannot but adversely affect the scope 
and direction of economic research in that area.. By placing 
undue emphasis upon selected aspects of the Latin American 
economy it severely limits the range of subjects considered 
worthy of serious study. As a rule only those sectors of the 
Latin American economy have come into the purview of the 
academic economist that were directly linked with the economic 
apparatus of the Western World. Certain phases of Latin 
America’s international trade, the flow and operation of capital 
investments, some problems of public finance, especially those 
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relating to the servicing and amortization of foreign indebted- 
ness,—these, in general, were the areas which until recently have 
monopolized the attention of economists and economic historians 
in this country. With few noteworthy and instructive excep- 
tions research in the United States made no attempt to pene- 
trate the outer rim of the economies of Latin America, to dis- 
sect the developmental patterns of the national economies, and 
to examine their relations with the advanced countries of the 
North Atlantic in terms of internal social and economic changes. 
This failure is regettable. To study Latin America solely or 
even largely in terms of the economic needs and aspirations of 
Europe and the United States is to create a partial and distorted 
conception of the area. Such an approach limits the perspec- 
tive and makes it impossible to bring to the surface that which 
is perhaps most significant and also most instructive in the eco- 
nomic development and policies of the Latin American countries. 


It should not be difficult for the economist and the economic 
historian to revise their position with respect to Latin America, 
or any area outside of the charmed circle of the community of 
industrial nations. Events of the past two or three decades 
shattered a good many of our traditional theorems concerning 
the structure and development of world economy. We have 
come to learn that the generalizations of the classical economic 
doctrine are not, and never were, universal either in time or 
space. We have become reconciled to the spectacle of large 
areas of the world stubbornly refusing to conform to the pre- 
cepts and injunctions of the good professor of moral philosophy 
at the University of Glasgow and his disciples. And we are no 
longer certain that deviations from traditional patterns of eco- 


nomic development fall necessarily under the heading of eco- 
nomic pathology. 


It is in this manner that the scope of research is broadened 
even for those economists who are not interested in the unusual 
and the freakish. For if it is conceded that normal economic 
development need not necessarily adhere to a standard pattern, 
economies such as those of Latin America can claim the atten- 
tion of research workers in their own right and not merely be- 
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cause of their ties with the industrially advanced countries. 
Moreover, the starting point of research must be the area itself, 
for it is only in terms of its historical development and objec- 
tives that the organization and functioning of the economy can 
be fully understood. 
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Thus conceived, economic research in “dependent,” “colonial” 
areas assumes a validity all its own. The question whether 
the problems encountered there are thin becomes in a sense 
irrelevant. But even if such a question is theoretically admis- 
sible, it can scarcely apply to Latin America. The problems 
one will encounter there will not involve very large populations. 
Nevertheless the problems are real; they are complex; and they 
are new. 


iil 


Few aspects of the economic development of the Latin Ameri- 
can Republics have been studied with the thoroughness and care 
to which the academic economist in this country is accustomed. 
It should not, therefore, be difficult for the scholar to select an 
area or topic that has not yet been examined, or that has been 
only partially studied. Rather the problem is to determine the 
relative importance of each of the many possible topics on the 
basis of timeliness or relevance and in relation to the availabil- 
ity of statistical and other factual information. Obviously this 
task cannot be undertaken here, and for this reason no signifi- 
cance should be attached to the order in which the topics are 
discussed in the following pages. 


For some time past Latin American countries have been 
acutely aware of the inherent instability of their economies. 
This instability is ascribed to a number of factors, the most 
prominent of which is excessive dependence upon the produc- 
tion and export of one or two staple commodities. Rightly or 
wrongly Latin Americans are convinced that as exporters of 
foodstuffs and raw materials in exchange for manufactured con- 
sumers’ and producers’ goods they are at a disadvantage in 
world markets. They consider themselves to be the victims of 
the “scissor” problem of prices, a problem of international rami- 
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fications and, therefore, beyond the control of any one of the 
countries of Latin America. 


The war of 1914-18 and the disruption of the traditional 
pattern of international trade in the ensuing decades had taught 
the Latin American countries a lesson they are not likely to for- 
get. For it was during this period that Latin America experi- 
enced the precipitous decline of prices, aggravated as it was by 
progressive fragmentation of world markets into bilateral barter 
agreements and by the accumulation of huge unsaleable sur- 
pluses and shortages of foreign exchange. World War II once 
again confirmed the danger of excessive integration of national 
economies with foreign markets and sources of supply, and the 
urge to circumscribe this dependence upon Western Europe and 
the United States became stronger than ever before. 


Solution of the problem of under-development and over- 
dependence upon foreign trade has been sought in diversification 
of production, which in Latin America is almost synonymous 
with industrialization. Diversification of production and the 
resultant broadening of the economic base should, it is argued, 
make the economy that much more immune to the paralysing ef- 
fects of the price “‘scissor” sickness. However, since diversifica- 
tion of production is at best a long term program, other meas- 
ures must be invoked where the danger is more immediate. 
Foreign exchange controls, import quotas, barter agreements, 
export subsidies, and similar devices have become common in- 
struments of economic policies in most, if not all of the Latin 
American countries. And at the same time they have become 
useful instruments in the realization of the program of diversi- 
fication. 


In both the long range and short run programs governments 
in Latin America have played and will continue to play a pre- 
ponderant role. This is almost inevitable, for governments alone 
could assume the responsibility of defense against the catas- 
trophic effects of a world wide depression, or underwrite and 
direct programs which called for relatively large capital in- 
vestments at a time when foreign capital was unavailable. But 
whatever the circumstances which brought forth government in- 
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tervention in Latin America, it is no longer a measure of despair. 
More often than not it is in a very real sense a manifestation 
of the desire to hasten the attainment of economic maturity. 
It is significant that the most far reaching schemes of state 
intervention and control, including direct participation in, or 
operation of industrial and commercial enterprises, have been 
evolved in the economically most advanced countries, such as 
Argentina, Chile, Mexico, Colombia and Brazil. 


Although expansion of the economic function of the state 
is still in its early stages of development its effect in some coun- 
tries has been sufficiently far reaching to merit detailed analysis. 
A study of the so called Development Corporations, particularly 
the Corporacién de Fomento de la Produccién of Chile, should 
prove especially rewarding. The experience of Argentina in 
the administration of economic and financial controls as well as 
in the field of industrial production and management provides 
ample material for a broad evaluation of the system. Such a 
study would be justified even though some work on various 
phases of the activities and policies of the Argentine govern- 
ment has already been done. Of interest, too, would be a review 
of Mexico’s experience, especially in the oil industry. In Brazil 
the great Volta Redonda project, the Companhia do Vale do Rio 
Doce, as well as plans for the Sao Francisco valley—all under- 
takings in which the Brazilian Government is heavily engaged 
—would seem to offer excellent opportunities for extensive re- 
search. The experience of the development corporations of Bo- 
livia and Ecuador, however uninspiring, or perhaps because of 
that, calls for careful evaluation. 


The general problem of economic development extends far 
beyond the activities of development corporations. In fact it 
is not an exaggeration to say that economic development is the 
central problem in Latin America today. It involves not only 
the question of government participation in large scale economic 
operations, but also the totality of long range economic policies, 
both domestic and foreign. Indeed, the problem has already be- 
come Inter-American and international in scope. It is probable 
that very large funds both public and private, will be invested in 
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the various projects, and whether the programs succeed or fail, 
they will exert a profound influence upon the economic future 
of Latin America. For these reasons alone the problem de- 
serves most careful consideration and study. It is true, of 
course, that the general problem of economic development as 
well as specific projects, such as the Amazon area, for example, 
are receiving a good deal of attention at the hands of the United 
Nations Economic and Social Council through international 
agencies specially created for that purpose. But there can be 
no doubt that independent critical studies of the problem as a 
whole or of individual projects should prove extremely valuable. 
Here is a series of problems as challenging and as urgent as 
any. They should satisfy the most fastidious research worker, 
the most demanding scholar! 


In the field of money and banking a study of central banks, 
particularly in countries where the Kemmerer mission was ac- 
tive in the first half of the inter-war period should prove highly 
instructive. It would be especially interesting to see how well 
were these establishments adapted to the requirements and po- 
tentialities of the economies they were intended to serve. Dur- 
ing the war United States assistance was requested in the or- 
ganization of central banks in some Latin American countries, 
and in at least one country a central bank was established in 
accordance with specifications formulated by United States tech- 
nicians. It would be worth the effort to watch how these plans 
withstand the test of actual operation. 


Too little is known or understood about the functions and 
activities of the Bancos Hipotecarios which operate in almost 
every Latin American country. These credit institutions have 
long and in some instances turbulent histories, and an evalua- 
tion of the part they played in the economic development of their 
countries should be of considerable interest. Unlike agrarian 
credit industrial banking in the strict meaning of the term has 
been until recently practically unknown in Latin America. For 
this reason industrial credit should perhaps be treated as an 
aspect of industrial expansion. 

The organization and functioning of capital markets in Latin 
America are subjects about which many questions are asked. 
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Most of these questions must for the time being at least remain 
unanswered. Yet these are not idle questions. If only because 
the climate for new foreign investments in Latin America is not 
propitious mobilization of domestic capital becomes a necessity. 
Our understanding of the manner in which even the more im- 
portant capital markets in Latin America function is rather 
sketchy, and a study of this sector of the Latin American eco- 
nomy should be particularly rewarding. 


During the war economic relations between the countries of 
Latin America became more intimate than they had ever been 
before. There are good reasons to believe that in the future 
these relations will continue to be close, not only as a matter 
of routine expansion of inter-American trade, but also as a 
result of deliberate economic policies. Most Latin American 
governments are well aware of the limitations which their re- 
latively small populations and low purchasing power impose 
upon industrialization. Closer cooperation among Latin Ameri- 
can countries on a regional basis has been from time to time 
suggested as a means of overcoming these handicaps. Argen- 
tina has been especially active in organizing the River Plate 
economic area. The recent agreement between Argentina and 
Chile envisaging close economic cooperation and mutual assist- 
ance serves to emphasize the importance of this topic. Else- 
where in Latin America there has been talk of organizing a kind 
of an economic Gran Colombia, and in Central America the pro- 
posal for a confederation and a customs union has been revived 
in recent years. 


So much has been written recently about industrialization 
in Latin America that to mention this field as a topic for re- 
search seems almost superfluous. If the problem is at all listed 
here it is because much of the current discussion is too general 
and too onesided. The problem of industrialization in the social 
and political environment of Latin America is so complex, the ef- 
fects of industrial expansion are so far reaching that detailed, 
monographic studies would appear to be fully justified. In this 
connection attention might be called to certain aspects of in- 
dustrialization that so far have been largely neglected. Among 
these may be mentioned the impact of industrial expansion upon 
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the social and economic fabric of the area, or the effect of in- 
dustrialization on standards of living of urban and rural 
population. 


Commercial policies, especially tariffs and other barriers to 
trade, assume particular significance in view of the recent con- 
ference at Geneva and the current discussions at Havana. The 
economist who ventures into this area will face problems as in- 
teresting and as challenging as anywhere in this world. He 
will find that Latin America has learned well the art of economic 
defense as well as aggression, and that in matters of interna- 
tional trade policies it is more sophisticated than its adver- 
saries across the conference table are willing to admit. As has 
already been intimated foreign trade control is a particularly 
valuable instrument of economic policy in nearly every Latin 
American country, and in this respect Latin American govern- 
ments are anxious to safeguard their freedom of action. It 
would serve an extremely useful purpose to study not only the 
technical aspects of trade policies as practiced by the Latin 
American countries, but also the broader economic issues and 
attitudes that condition and give meaning to specific measures. 


In the field of public finance special attention should be given 
to taxation. However, studies of taxation in Latin America 
should not be confined to its relation to industrialization or pub- 
lic works. What is equally important is an analysis of the in- 
cidence of taxation. We should know how the burden of taxes 
is being distributed, how it affects economic groups, and to what 
extent, if any, it changes the pattern of production and 
distribution. 


The fact that Latin America was primarily an agricultural 
economy lends special significance to the study of farming and 
stock raising. Land ownership, land tenure, methods of cul- 
tivation, costs of production, methods of marketing, agricultural 
credit—all these topics call for careful study. In some coun- 
tries much has already been accomplished, but in others the 
field is still wide open. In Bolivia, for example, a very large 
majority of the population derives its livelihood from agricul- 
ture, yet that country is an importer of foodstuffs. The coun- 








16 INTER-AMERICAN ECONOMIC AFFAIRS 


try is usually referred to as a mining economy, yet at peak pro- 
duction the mining industry employed less than 70,000 persons 
in a total poulation of 3.5 million. A very considerable pro- 
portion of the population is said to be living outside of the money 
economy of the country. Here is a topic for an economic study 
of an area that calls for patience and skill. 


The concept of economic cooperation between the twenty 
American republics has in recent years come to the forefront 
of inter-American discussion. The Economic Charter of the 
Americas formulated at the Chapultepec Conference and the es- 
tablishment of the Inter-American Economic and Social Council 
created the theoretical foundations for an extension of the scope 
of Pan Americanism into the sphere of economic cooperation. 
It is probable that the economic aspect of the inter-American 
system will become more pronounced in the years to come. 


It may be readily admitted that this phase of Pan Ameri- 
canism is still in its formative stage of development. It is not 
at all clear what specific form peace-time economic cooperation 
on a Hemisphere scale will assume. Nor is it possible at this 
time to define the scope of such cooperation. These and other 
matters will presumably be discussed and defined at the forth- 
coming Conference of the American States at Bogota, and the 
Inter-American Technical Economic Conference now scheduled 
to be held during the summer of this year. When the nature and 
scope of the problem is determined and assuming also that the 
conferences lead to positive action, the area of inter-American 
economic relations will become an extremely fertile field for eco- 
nomic research. But even at this juncture the question of inter- 
American economic cooperation deserves careful examination, if 
only in order to determine the numerous issues involved and to 
define under given conditions the limits of such cooperation. 


Closely related to the question of inter-American economic 
cooperation is the problem of regional organization. This prob- 
lem has already been mentioned. Here it may be added that 
studies on this broad topic would be extremely useful, even if 
regional economic organization were not, for political or other 
reasons, feasible for some time to come. Such studies would 
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not only clarify the magnitude and ramifications of the prob- 
lem, but they might also attempt to define the area within which 
regional economic organization could be successfully and ad- 
vantageously accomplished. 


It is not possible to exhaust the list of subjects that deserves 
the scholar’s attention. Doubtless other equally important topics 
can be formulated for specific areas and with respect to specific 
issues. Doubtless, too, new problems will arise out of current 
and future experience. That experience is likely to be more 
complex and more varied, for unmistakably Latin America is 
now coming of age economically as it came of age politically 
some hundred and thirty years ago. 


IV 


The difficult task that confronts the pioneering economist 
who enters the Latin American area is made more formidable 
by the circumstance that he may expect only scant assistance 
from economic history. The magnificent progress in the field 
of historical studies which characterizes the past three of four 
decades has been confined largely to political history or to the 
colonial period. Economic history of the period since inde- 
pendence has been sadly neglected. 


This “conspiracy of silence,” regrettable and disconcerting, 
is not peculiar to historical research in the United States. Latin 
American historians appear to have been just as impervious to 
the charms of economic development and change as their breth- 
ren in the Anglo-Saxon part of the Hemisphere. What ac- 
counts for this curious gap in historical research cannot be 
easily answered. The fact that economic history is a relatively 
young discipline in the United States is at least partly respon- 
sible for this state of affairs. That economic historians in the 
United States preferred to concentrate their efforts on this 
country and Western Europe is quite understandable. For 
many reasons the axis of research in the field of economic his- 
tory has run in the east-west rather than north-south direction. 
Again, archival and other research material relating to the eco- 
nomic history of the nineteenth century is not easily accessible 
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even in Latin America. Until very recently, funds for research 
travel in Latin America were meager, indeed, and infinitely 
greater academic prestige was attached to European travel and 
research. In Latin America historians have been traditionally 
inclined to minimize the importance of the economic factor in 
historical evolution. They felt more at home when dealing with 
the vast panorama of spectacular political changes and military 
operations, or in the realm of juridical analyses that offered un- 
excelled opportunities for brilliant speculation and sweeping 
generalizations. By comparison economic history seemed dull, 
uninspiring and even unreal, for the nexus between economic 
processes and political changes is not always visible to the un- 
trained eye, and cannot be easily demonstrated. 


It is worth noting that historians of the colonial era have 
been much more conscious of the importance of economic factors 
than their colleagues who deal with the period since independ- 
ence. This is perhaps understandable. Extended over long 
periods of time economic processes become more readily recog- 
nizable, and the link between political changes and their eco- 
nomic and social backgrounds becomes clearer and more direct. 
And, what is perhaps most important, the process of gathering 
relevant material is not as exacting. 


Whatever the reasons and however valid they may be Latin 
America of the past 150 years is virtually a tabula rasa to the 
economic historian. Those of us who want to learn about the 
economic past of Latin America must go to travellers’ accounts 
or accept generalizations formulated ad hoc by writers whose 
primary interest is political history. Neither of these alterna- 
tives is satisfactory. We cannot remain satisfied with incom- 
plete and sketchy statements of travellers and observers, however 
shrewd and discriminating. Nor is it possible to tolerate gen- 
eralizations that are at best brilliant hypotheses and at worst 
little more than verbal constructions. And it is usually the 
latter alternative that we are offered. 


The urgency of more intensive research in the field of Latin 
American economic history thus becomes apparent. For it is 
only when the economic past of the Latin American countries is 
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reconstructed that the processes of current political and insti- 
tutional development can be fully understood. It is likely that 
as a result of such studies many generalizations now current 
may have to be discarded or seriously modified. But it is cer- 
tain, too, that much of the political history of the period will 
assume new meaning when placed against the background of 
contemporary economic reality. 

It is not feasible at this time to construct in detail a possible 
pattern of research in the field of economic history. For some 
countries tentative general economic histories might be attempt- 
ed even now. However, for the majority of the countries much 
preparatory work would be necessary before a task of this 
magnitude could be successfully undertaken. 


Attention might also be directed to periods which from the 
point of view of political history are of particular interest. So, 
for example, in Mexico the economic aspects of the Diaz admin- 
istration could be profitably studied. In Colombia a study of 
the economic background of the civil war fought toward the 
end of the nineteenth century would be a welcome addition to 
the literature on the subject. An economic history of Gran 
Colombia might perhaps shed new light upon the political in- 
compatibility of the three component states. In Uruguay an eco- 
nomic study of the Guerra Grande would be especially interest- 
ing in view of its international ramifications. An attempt to 
reconstruct the economics of Paraguay during that country’s 
isolation would be a rewarding if difficult undertaking. These 
topics are offered by way of illustration, and the list of projects 
can easily be extended to cover a large part of the period of 
independence in every Latin American country. 


Parallel to area studies within limited periods research 
should also proceed along functional lines. Here progress has 
been more substantial, but a good deal remains to be done. His- 
torical monographs on various phases of economic activity, by 
industries, by commodities or economic institutions would pro- 
vide a solid foundation for general economic histories of in- 
dividual areas. They would also be extremely helpful to eco- 
nomists whose primary concern is analysis of current conditions 
and economic policies. 
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Two questions invariably crop up in any discussion of eco- 
nomic research in Latin America. One is what statistical ma- 
terial is available, and the other is how reliable it is. Unfortu- 
nately the answer to these questions, for the present at least, 
must be that statistical material is not abundant and that it is 
not always reliable. Of course, conditions vary from country to 
country and from topic to topic. In the more advanced coun- 
tries, such as Mexico and Argentina, statistical information is 
relatively abundant and reliable. In most countries, however, 
either the volume of available information is inadequate, or the 
quality leaves a good deal to be desired. Again, agricultural 
statistics are as a rule more complete and more accurate in 
certain areas, while in others mining data are compiled with 
particular care. Statistics of foreign trade are fairly complete 
and detailed for all the countries. This is true also of data 
on public finance. Industrial statistics on the other hand are 
sketchy and often bear the mark of improvisation in both cov- 
erage and arrangement. Certain types of statistical informa- 
tion are extremely fragmentary or not at all available. Data 
on value of production are compiled in very few countries, and 
some of these compilations are hardly more than estimates. One 
would look in vain for reliable information on national income 
and its distribution. Nor are data generally available on the 
very important problem of capital formation. 


Nevertheless, the outlook for the future is not as gloomy as 
might be inferred from the preceeding paragraph. Since the 
beginning of the war, there has been continued and visible im- 
provement in the collection and dissemination of statistical in- 
formation throughout Latin America. The Inter-American Sta- 
tistical Institute, which in 1940 published a rather detailed sur- 
vey of statistical activities and sources in the Western Hemi- 
sphere, has had considerable success in calling to the attention 
of the Latin American governments the importance of organiz- 
ing and maintaining adequate statistical services. Many Latin 
American statisticians were given the opportunity to visit the 
United States for training purposes. In many countries new 
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statistical publications have been launched in recent years, de- 
signed not only to disseminate statistical information, but also to 
raise the standard of statistical techniques, in both compilation 
and presentation. But perhaps the most important single de- 
velopment in the statistical affairs of Latin America is the 
census to be taken throughout the Americas in 1950. Although 
the census is primarily a population census, in many countries 
it will cover a wide range of economic activities. Should it 
prove to be successful, and judging by the elaborate prepara- 
tions there is good reason to believe that it will, the census 
will provide a wealth of data for the economist. 


The economic historian is less favorably situated. As he 
moves back toward the beginning of the nineteenth century the 
volume of statistical information decreases and the quality dete- 
riorates. Instead of continuous series he gets data for scattered 
periods, and the area of economic activities for which statistics 
are readily available is noticeably reduced. There is little that can 
be said to console the historian. He must be prepared to search 
for material in the archives, both public and private; he must 
continue to rely upon contemporary newspapers and periodicals 
for much of the information he needs; and as often as not he 
may have to compile his own statistical series. 


Both the economist and the economic historian will find the 
academic climate much more favorable to research in Latin 
American economics and economic history than was the case 
ten or fifteen years ago. This is especially true of Latin America. 
In the last decade and a half interest in and study of economics 
and economic history in various Latin American countries have 
made notable gains. There has been a growing preoccupation 
with theoretical and applied economics, and the level of economic 
thought and analysis, especially in research organizations, im- 
proved visibly in both quality and quantity. Of particular inter- 
est to scholars in the United States is the fact that Anglo-Ameri- 
can economic thought appears to be gaining ground in Latin 
America. Evidence of this may be found in the formidable list 
of translations into Spanish of American and English economic 
texts and treatises. Economic history, too, begins to lay claim 
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to respectability. It is true that most of the research is con- 
fined to the colonial period, but it may be reasonably expected 
that expansion into the post-independence era will not be de- 
layed much longer. In several Latin American countries useful 
work is being done on various phases of economic history. The 
first general economic history of Argentina appeared about three 
years ago. These developments would appear to suggest that 
students in the United States can count on an appreciative and 
ever growing audience in Latin America. They can also hope 
for competent assistance from their Latin American colleagues 
in the form of independent research. 


In the United States the change in the academic climate is 
of more recent origin and conditioned by a different set of 
factors. But it is none the less significant. In recent years 
courses in Latin American economies have been initiated in a 
number of universities. But perhaps the most important de- 
velopment has been the establishment of four institutes of Latin 
American studies at the University of Texas (Mexico), Tulane 
University (Middle America), University of North Carolina 
(Spanish South America) and Vanderbilt University (Brazil). 
The institutes are now in process of organization and their 
effect upon research in the Latin American area is yet to be felt. 
It is not unreasonable to expect, however, that economic re- 
search in these institutes would be given the attention which 
the discipline requires. The basic impulse must, however, come 
from the large centers of higher education where the material 
and human resources are more ample, and the horizons of aca- 
demic research are broader. 


Ro wed Bogota: 
p, an iii Pp erspective 


By Meith P Whitaker’ 


I 


On December 8, 1947, the United States Senate ratified by 
the thumping majority of 72 to 1 the Inter-American Treaty of 
Reciprocal Assistance drawn up ‘by the conference at Rio de 
Janeiro last August. In the course of the debate Senator 
Vandenberg described this pact as representing “the greatest 
advance ever made in the business of collective peace.” Such 
a eulogy from such a man cannot be regarded as an empty cere- 
monial phrase; it requires respectful consideration and con- 
tains much food for thought. For not only is Mr. Vandenberg 
chairman of the Senate Committee on Foreign Relations and 
one of the most influential chairmen that committee ever had; 
not only was he a leading participant in the conference that 
framed this pact; he was also a leading participant in the 
United Nations Conference at San Francisco in 1945 which was 
hailed at the time as setting a new record for advances in the 
business of collective peace. 


That the Rio pact should now be described on such high 
authority as representing an even greater advance in this busi- 
ness is all the more striking when we remember how recently 
the inter-American system was suffering from an almost total 


*Professor Whitaker has written widely in the field of Inter-American 
affairs. He is professor of history at the University of Pennsylvania. 
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eclipse in United States foreign policy. More will be said about 
this politico-astronomical phenomenon later on. Here it will 
suffice to point out that it became noticeable in 1943, continued 
until early 1946, and was characterized in its lighter moments 
by the cavalier way in which our State Department singlehanded 
forced the eleventh-hour postponement of the Rio defense meet- 
ing scheduled for October 1945—the very same meeting which 
was at last held in August 1947 and whose handiwork, the 
Western Hemisphere defense pact, is the subject of Senator 
Vandenberg’s handsome eulogy quoted above. He is not alone 
in his good opinion of it, and this is not the only occasion on 
which Pan Americanism has recently been praised from on high 
in Washington. In fact, since the spring of 1946 our civil 
and military leaders have been sounding a fanfare of Pan 
Americanism which recalls the most ebullient early days of 
the Good Neighbor policy. 


All this adds up to a policy shift which is so sharp that one 
is tempted to call it a policy reversal. So far, its chief expres- 
sion has been the negotiation, ratification, and coronation of 
the Rio defense pact; but that agreement is only the beginning 
of a series of high policy decisions which must be made in the 
near future and which will profoundly affect the character 
of the inter-American system and the whole range of United 
States foreign policy—its policy towards the United Nations 
and non-American states as well as towards the Good Neighbors 
and the American regional system. Most of these will probably 
be made at, or in connection with, the forthcoming inter- 
American conference now scheduled for Bogota in March 1948. 
Consequently, any effort to understand the present trend in 
inter-American affairs must take into account not only the im- 
portant work already done by the Rio conference of last August 
but also the potentially still more important work to be done 
by the approaching conference at Bogota. 


Since the present article is designed to promote an under- 
standing of this trend, we shall accordingly look first at what 
was done at Rio and what remains to be done at Bogota and 
subsequently. These current and impending developments will 
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then be projected against the background of certain trends in 
Western Hemisphere affairs and world affairs in recent years; 
and in conclusion some highly personal opinions on policy prob- 
lems and their solution will be offered. If the following pages 
speak of Latin America as if it were a homogeneous unit, that 
is only because limitations of space make it impossible to refine 
the analysis in terms of the great diversity that characterizes 
the Latin American countries. 


II 


The Rio defense pact is in most respects simply a continua- 
tion of the war-time Act of Chapultepec on a permanent basis, 
though it goes beyond the Act in some respects, particularly in 
clarifying procedure, expanding and defining the geographical 
extent of the regional defense zone, and adapting the phrase- 
ology to the United Nations Charter, which was adopted after 
the Act of Chapultepec. The treaty provides for action, or 
consultation with a view to action, in three types of aggression: 
first, armed attack on the territory of any American state, 
whether such territory lies within the Hemisphere defense zone 
or outside of it (e.g., Hawaii) ; second, any “aggression which 
is not an armed attack” but which endangers the integrity or 
independence of any American state by conflict anywhere in 
the world; and third, disputes between American states. The 
kind of action to be taken is to be determined by consultation, 
at which time choice is to be made among several specified types 
of enforcement measures, ranging from diplomatic sanctions 
through economic sanctions to the use of armed force. Deci- 
sions are to be taken by a two-thirds vote and are to be binding 
on all the American states except that each state reserves the 
right to use or withhold armed force at its own discretion. 
The Western Hemisphere defense zone is defined as including 
all of North and South America and Greenland (but not Ice- 
land) ; and this zone is described as a “region,” thus bringing 
it explicitly under the stipulation in favor of regional arrange- 
ments in Article 51 of the United Nations Charter. There is 
also provision for reference of disputes to the United Nations, 
as stipulated in the Charter; but, as Senator Vandenberg pointed 
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out triumphantly in the Senate debate on ratification of the 
treaty, none of its many “peaceful sanctions’ was subject to 
a “paralyzing veto.” The American governments at Rio had 
shown due respect for the overriding authority of the United 
Nations, but they had also sought to profit by the bitter ex- 
perience of the first two years of the new organization’s life. 


Finally, the Rio pact will become effective when ratified by 
two-thirds of the 19 signatory states. Ecuador and Nicaragua, 
because of local disturbances, did not participate in framing 
it; but it is open to their adherence and also to that of Canada. 
If the latter adheres, as is expected, a truly Hemispheric de- 
fense system will at last have been created for the first time. 
Hitherto, Canada has been linked to the so-called hemispheric 
system only by its joint defense arrangements with the United 
States, which has in this sense served as a coupling pin between 
Canada and Latin America. Some observers think that the 
Bogota conference may result in Canada’s becoming a full fledged 
member of the inter-American system. 


Senator Tom Connally, ranking Democratic member and 
former chairman of the Foreign Relations Committee, vied with 
Chairman Vandenberg in lauding the Rio treaty during its brief 
triumphal passage through the Senate. It embodies, he said, 
“the lofty principles of the Monroe Doctrine”; but since the 
old, unilateral Doctrine is viewed with a fishy eye in Latin 
America, he went on to say that this treaty “‘vitalizes and makes 
definite that it [the purified Doctrine] is a policy for the pro- 
tection and security of all the American states.” The broad, 
more-than-military scope of the treaty was emphasized by Mr. 
Vandenberg. “It guarantees the liberties and political insti- 
tutions of the Western World,” he declared. “It is a challenge 
to any alien or foreign influence that may seek to infiltrate with 
insidious foreign doctrines or to conquer by arms any republic 
of the Western World.” But for all its breadth of purpose, 
the treaty was focussed sharply on the problem of military de- 
fense, and according to newspaper reports, Mr. Vandenberg 
stated categorically that “high United States military authori- 
ties favor the treaty as a means of securing necessary bases 
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elsewhere in the event of trouble without the delays incident 
to such negotiations during the last war.” 


To wind up our string of quotations from the Chairman’s 
highly important exegesis of the Rio treaty, Mr. Vandenberg 
countered the charge that it constitutes a military alliance by 
repeating, as he had already said at Rio, that “If there should 
be those who suspect us of ulterior motives they will merely 
confess their own.” He need not have been so oracular in reply- 
ing to the charge, for he could have stated categorically with 
perfect truth that the Rio treaty falls a good deal short of a 
military alliance. There is no obligation to use armed force, 
and a military alliance without that obligation would be some- 
thing new under the sun. Quite aside from this crucial hiatus, 
the treaty leaves many loopholes. Moreover, as one observer 
has said, it is “concentrated on the ideals of Hemisphere defense 
arrangements, not on their practicalities.” 


That is where the approaching Bogota conference comes in 
for, as we shall see, the United States has some ideas on the 
practicalities of Hemisphere defense and they will presumably 
be discussed at Bogota. Another subject which was deferred 
from Rio to Bogota was the question of what we may call, 
following a loose but convenient usage, a Marshall Plan for 
Latin America. Some Latin American delegates did try to 
have this and other economic questions taken up at Rio. The 
Cuban delegation, mad as hornets over the use of the United 
States quota on Cuban sugar as a lever to obtain the settlement 
of private United States claims against their government, took 
the lead in this matter. It was argued with a good deal of 
force that the discussion of economic matters was an essential 
part of the whole discussion of Hemisphere defense, since eco- 
nomically shaky nations can hardly contribute to such defense, 
and all the more since economic sanctions were already under 
discussion as an enforcement measure. But the United States 
insisted upon excluding economic questions from the discus- 
sions at Rio (they were, in fact, not on the prepared agenda). 
Secretary Marshall himself made his government’s position on 
this point crystal clear in a speech in which he said that priority 
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must be given to European recovery. Since the relatively poor 
Latin American countries could do nothing useful along this 
line without the United States, the whole group of economic 
questions, as well as the practicalities of Hemisphere defense, 
was deferred from Rio and will presumably play an important 
part in the conference at Bogota. 


One final word about the Rio Conference. Next to Cuba 
and the economic question, Argentina interposed the most seri- 
ous obstacles to the prompt conclusion of a satisfactory defense 
treaty. From what an outsider can learn, the reason seems 
to have consisted mainly in the deeply rooted isolationism of 
Argentina, which wished to extend the veto power to other meas- 
ures besides armed force. Its reluctance was finally overcome 
and it joined all the other 18 states represented at Rio in signing 
a treaty which, though it fell short of a genuine alliance, at 
least set up a much stronger Hemisphere defense system than 
existed before or during World War II. Thus Argentina was 
brought back into the Pan American fold in good earnest for 
the first time since the “late unpleasantness” that began in 
this same city of Rio at the 1942 meeting and was embittered 
by the coup of the Colonels’ Clique in June 1943 and the sub- 
sequent rise of Perén. In fact, Argentina has entered more 
fully into the inter-American system than ever before—assum- 
ing that it ratifies the Rio treaty, which has so far been ratified 
by only two other governments besides the United States, 
namely, Mexico and the Dominican Republic. 


If all goes well at Buenos Aires, the conversion of tradition- 
ally recalcitrant Argentina to Pan Americanism may stand out 
as one of the most important results of the Rio meeting. 
Whether one regards this as a desirable result will depend 
upon whether one thinks the first purpose of the Pan American 
system should be to promote democracy or to provide for secur- 
ity. The question is not quite so simple as this bald statement 
of alternatives makes it appear; for example, some of those 
who would give the preference to spreading democracy main- 
tain that this is also the best way in the long run to provide 
for peace and security. Nevertheless, the bald statement made 
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above represents fairly accurately the alternatives as they pre- 
sented themselves to our government just before and during 
the Rio conference. It plumped decisively for security; and 
we may be confident that former Assistant Secretary Braden, 
if he had still been in office at this time, would just as definitely 
have plumped for democracy, to the exclusion of Argentina, 
precisely as he did when he faced this same question in 1945 
and 1946. For there has been no essential change in the char- 
acter of the Perén government since Braden refused to have 
any truck with it. Perhaps time will tell whether he or his 
successor, who reversed his policy on this point, was right. 


The Bogota Conference of March 1948 will be of a much 
broader character than the Rio Conference, and will provide a 
much more searching test of United States foreign policy. This 
will be the ninth of the regular series, popularly known as Pan 
American conferences but technically styled International Con- 
ferences of American States, the first of which assembled at 
Washington in 1889-1890. Beginning with the Fifth Confer- 
ence in 1923 they were held at five-year intervals, so that the 
Ninth should have met in 1943, but it was postponed first be- 
cause of the war and then because of the delay in holding the 
Rio defense conference, which was regarded as an essential 
preliminary to it. There has even been some talk recently of 
a further postponement of it at the behest of Washington, de- 
spite the fact that the Rio meeting has been held and turned 
out successfully. Even if it is held in March, as scheduled, 
nearly ten years, or twice the normal period, will have elapsed 
since the last regular conference, the Eighth, which took place 
at Lima in December 1938. (The Chapultepec Conference of 
1945, like the Rio conference of last August, was a special 
meeting for a particular purpose.) Since these regular con- 
ferences are the backbone of the inter-American system and 
catch-alls for inter-American business accumulated since the 
preceding meeting, or inherited from it—these meetings have 
a great way of passing the buck to their successors—their 
agenda are usually crowded with a great number and-bewilder- 
ing variety of items, ranging from declarations of inter-Ameri- 
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can principles to the Columbus lighthouse. The Bogota bill 
of fare should be about twice as rich and varied as usual. 


Two of the main dishes will be, as already indicated, left- 
overs from Rio: the practicalities of Hemisphere defense, which 
the Rio delegates did not attempt to incorporate in the treaty ; 
and economic problems, such as a Marshall Plan for Latin 
America, which the Rio meeting refused to consider at all. 
Other main dishes, which were ordered by the Chapultepec 
Conference of 1945 to be served up at Bogota, are a permanent 
statute or constitution for the inter-American system, which 
may entail significant organizational changes, and a new declara- 
tion of the rights and duties of states, which will bear somewhat 
the same relation to the statute as do the first ten amendments 
to our Federal Constitution. 


Although many other matters will come up, and some of 
them are of considerable importance, the four which have been 
listed seem to be the key questions, for unless they are side- 
stepped they will require the delegates to go to the roots of 
inter-American military, economic and political policy. Con- 
sequently it will help us in our own appraisal if, before we 
examine them individually, we orient ourselves by taking a 
backward glance at the recent history of the inter-American 
system. A knowledge of what has been happening to it in the 
past decade may not tell us what is going to happen to it in 
the future, but it will enable us to decide with more satisfac- 
tion to ourselves what ought to be done about it. 


III 


As everyone knows, the neo-Pan American movement dates 
from 1933, when Franklin Roosevelt launched the Good Neigh- 
bor policy. Such measures as the abrogation of the Platt 
Amendent and our surrender of the general right of inter- 
vention did much to appease long-standing resentment in Latin 
America, and, on the positive side, progress was made towards 
inter-American political, military and economic cooperation. 
The most notable step was taken when the special Buenos Aires 
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conference of 1936 adopted the principle of continental soli- 
darity for mutual defense against aggression—a measure which, 
like several subsequent measures, including the Rio treaty of 
1947, was hailed as Pan Americanizing the Monroe Doctrine. 
With the rest of the world falling to pieces, the idea of Ameri- 
can regionalism (“the Hemisphere of peace”) enjoyed a vogue 
which grew mightily until the outbreak of World War II, or 
perhaps until the fall of France in 1940. 


Unfortunately, during most of this boom period—at least 
until his “quarantine” address at Chicago in 1937—Roosevelt 
gave his Pan American policy a flavor of “Hemispheric isola- 
tionism”’ that in the long run weakened its support in the 
United States. On this aspect of Roosevelt’s foreign policy up 
to 1937, William L. Langer writes as follows in the October 
1947 number of Foreign Affairs: ‘““He [Roosevelt] was appar- 
ently quite disillusioned about international organization and 
collective security and quite insensible to the importance of the 
crisis in international trade. His one compelling interest in 
the early period was the development of the Good Neighbor 
Policy and the furtherance of hemispheric solidarity. This, 
to be sure, was a notable exception and was to prove itself one 
of the most successful of his policies . . . [but] viewed in the 
context of the early years of the Roosevelt administration, 
even the Good Neighbor Policy was only an expression of a 
modified isolationism ... The President . . . expanded his con- 
ception [of isolationism] to the whole hemisphere. Yet basi- 
cally the idea was the same, reflecting a hope for self-sufficiency.” 


This was most unfortunate and quite unnecessary, for it 
aroused opposition to the American regional system by dis- 
torting it in two ways: first by identifying it with a concept 
of self-sufficiency which was unsound, and second, by giving it 
an appearance of incompatibility with general international 
organization which was unreal. Because of these distortions, 
the very successes of Pan Americanism in the early years of 
Roosevelt’s administration provoked an antagonism in this 
country that hastened and deepened its eclipse in his later years. 
There would have been a partial eclipse in any case, for the 
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war made it inevitable that the major axis of our foreign in- 
terests should shift from a north-south line through Latin 
America to an east-west line girdling the globe through Europe 
and Asia. But in the wave of enthusiasm for globalism that 
swept the country after 1942, the reaction against the Hemi- 
spheric isolationism with which the American regional system 
had become identified made many of our people regard Pan 
Americanism as not merely a fifth wheel but a positive hin- 
drance to the right kind of general international organization. 


Moreover, a new reason for pushing Pan Americanism into 
the background arose when, after Russia’s entry into the war, 
President Roosevelt made the great policy decision that, as 
Professor Langer states it, “understanding and cooperation be- 
tween Moscow and Washington was one of the indispensable 
foundations for American foreign policy, and . . . that a firm 
agreement with the Soviet Government was essential for future 
peace’’—particularly, agreement regarding the projected inter- 
national organization. This was not merely an important 
policy but the paramount policy, for, says Professor Langer, “‘it 
would hardly be going too far to say that all the political deci- 
sions of the later period of the ‘war hinged more or less directly 
on consideration of the Russian problem.” 


How did the Russian problem affect the Pan American policy 
of the United States? Apparently in two ways. In the first 
place, Stalin was known to be quite cynical about the inter- 
American system, regarding it as a thinly disguised instrument 
by which Washington whipped the Good Neighbors into line 
with its own policies. So it was feared that he might turn 
sour on the whole project for a new international organization 
if he got the idea that the United States was planning to gang 
up in it with the twenty Latin American states, which would 
constitute nearly half of the prospective total membership of 
the organization. Conversely, it was also feared that our “good” 
regional system might be taken by Moscow as a pretext for 
forming a “bad” regional system in which Russia’s neighbors 
would remain nominally independent but would actually be re- 
duced to the position of satellites. 
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Some such considerations as these seem to explain why 
Washington sedulously played down the inter-American system 
during the critical stage of great-power discussions leading up 
to the establishment of the United Nations. It is no wonder 
that our neighbors to the south were puzzled and irritated by 
the new turn of events after 1942, for the turn was sharp and 
the contrast with the earlier period was startling. From 1933 
to 1941 paeans in praise of Pan Americanism had poured forth 
in profusion from the highest quarters in Washington; but from 
1942 to 1945 the Pan American piece was so resolutely soft- 
pedalled as to be almost inaudible. To be sure, the Good 
Neighbor policy was reaffirmed time and again, as it probably 
will continue to be reaffirmed at suitable intervals from now 
to the end of time; but what the Good Neighbors wanted more 
than ceremonial solos from Washington was multilateral, inter- 
American consultation with Washington, and that they did 
not get from the end of the Rio meeting in January 1942 until 
after the series of great-power conversations on the plan for 
the United Nations was concluded at Yalta three years later. 
Here was another striking contrast, for in the seven years from 
1936 to 1942, five inter-American meetings had taken place; 
but in 1942 there fell upon the once loquacious family of Ameri- 
can nations a sudden silence which lasted three years. - The 
silence was due not to the Latin Americans, who were eager 
to talk, but to Uncle Sam, who was afraid to be seen gossiping 
with the Good Neighbors lest another uncle, in Moscow, might 
misunderstand. 


Even when an inter-American conference was at last held 
early in 1945—the Chapultepec Conference—it represented no 
great departure from the pattern of the last three years, for it 
was primarily a prelude to the United Nations Conference 
which opened at San Francisco some weeks later. Globalism 
and the Russian problem still held the limelight, and the inter- 
American system was a side show, freakish and mildly enter- 
taining, a sort of bearded lady that the crowd has to push past 
on its way to the big tent. All this while the one inter-American 
issue that Washington headlined was the Argentine problem; 
and this took on more and more the air of a duel between Wash- 
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ington and Buenos Aires rather than a truly regional question. 
In fact, it further weakened inter-American morale, which was 
at dangerously low ebb from 1943, when Sumner Welles, chief 
engineer of the Good Neighbor policy, resigned as Under Sec- 
retary of State, to early in 1946. 


Now, less than two years later, American regionalism has 
made a come-back that reminds us of the nationally advertised 
halitosis victim who, by merely learning to use a certain mouth 
wash, is transformed overnight from a social outcast into the 
life of the party. From the President on down, official Wash- 
ington is once more going all out for Pan Americanism as in 
its palmiest days a decade ago, just before World War II. Presi- 
dent Truman not only visited the Rio conference last August, 
but has twice within the past 18 months urged upon Congress 
a standardization-of-arms plan which would dovetail with the 
Hemisphere defense treaty. Cabinet members and the most im- 
portant military leaders are swelling the chorus, and Pan Ameri- 
canism is back in the headlines again. Argentina’s sins have 
been forgiven, if not forgotten, and once more all the neighbors 
are good. 


Not all the ingredients that have gone into the making of 
Miss America’s miraculous mouthwash have been made public, 
but a chemical analysis would probably show that it contains 
an anti-communist base. The reasons that led to muting the 
Pan American harp have disappeared and Washington is ap- 
parently convinced that it might come in handy again. Muting 
it failed to produce the desired results. The Soviets did come 
into the United Nations, but they have crippled it by abuse of 
the veto; they have reduced their neighbors to satellites in a 
kind of regional system; and the dreaded east-west split has 
taken place. So far as this writer can learn, our military lead- 
ers think that the Soviet Union does not want war now and 
that war is not likely to break out in the near future—say ten 
or fifteen years—barring accidents; but they also think that 
the risk of accident is considerable, and that it would be folly 
not to take precautions. 
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Obviously, nothing is to be gained by continuing to keep our 
own regional system quiescent, and much might be lost. So with- 
out abandoning our first line of defense, the United Nations, we 
are strengthening our second line, the inter-American system. 
Even when it was most lightly esteemed some three or four years 
ago, there were persons in authority in Washington who re- 
garded Pan Americanism as a reinsurance policy; and we are 
now paying back premiums on it. 


Against this background it is clear that the current revival 
of Pan American enthusiasm at Washington is a response to 
the growing tension in world affairs and that the conferences 
of Rio and Bogota must be appraised for their value in meet- 
ing this new threat to the security of the Americas. In im- 
portant respects, therefore, the present situation resembles the 
one in which the Good Neighbor policy and neo-Pan American- 
ism first burgeoned in the early Roosevelt years. But there 
are two important differences. First, the Hemispheric isola- 
tionism that tinged them then has completely disappeared, and 
it is now a basic assumption of our government’s policy that 
inter-American affairs should and will be meshed with world 
affairs at large—with world order, if that can be maintained; 
with world disorder, if it cannot. Second, even in the midst of 
its current revival, Pan Americanism does not play the promi- 
net role that it had in our foreign policy a decade ago. Though 
rescued from the oblivion that recently threatened it, it still 
plays a subsidiary part. The stellar roles still belong to the 
United Nations, and the Russian problem, and in our policy the 
critical areas lie in that “in-between world” of non-Soviet Europe 
and Asia in which our present tug of white war with Russia 
is strongest. 


From the United States’ point of view, the role of Latin 
America in this grim play is important even if it is subsidiary. 
Indeed our military leaders are attaching much more importance 
to it than laymen like myself would have expected in view of 
the fact that the only major war which seems at all likely in 
the foreseeable future is one between the United States and 
the Soviet Union and that such a war would presumably be 








36 INTER-AMERICAN ECONOMIC AFFAIRS 


fought in the Northern Hemisphere, if not, as some say, over 
the North Pole. But in military matters laymen must defer 
to experts, and their reasoning seems to be as follows. In 
general, if there is to be a war, we naturally want all the 
friends we can get. More particularly, we want Latin America’s 
help in defending the Panama Canal, which lies within bombing 
range of nearly half of its twenty countries; and we need Latin 
American bases and strategic materials, the great value of which 
was demonstrated in the last war. More than this, the “invis- 
ible aggression” of Communism against which we have been 
contending for some time past in Europe and Asia has now 
spread to Latin America. Some of our southern neighbors have 
already reacted openly against it; Brazil, Chile and a few others 
have reacted to the point of breaking relations with the Soviet 
Union, which is undoubtedly engineering this invisible aggres- 
sion. But the weakness of most of the Latin American na- 
tions and the serious social tension that exists in many of them 
makes it almost, if not quite, as essential for us to help meet 
the aggression here as in Europe or Asia. 


IV 


How can the inter-American system be made to serve us 
and Latin America in this crisis? Specifically, what line should 
we take with regard to the four major topics which, as stated 
above, are to come up for discussion at Bogota? 


First in order of importance in the current crisis is the 
whole broad problem of defense, political as well as military, 
envisaged by the Rio treaty. As we have seen, this problem 
falls into two parts, the general principles, which have been 
covered in the Rio treaty, and the practicalities, which will pre- 
sumably be discussed at Bogota. So far as military defense 
is concerned, the Rio treaty deserves the encomiums heaped 
upon it by Senators Vandenberg and Connally; it promises to 
give greater efficiency to inter-American action, while at the 
same time preserving the flexibility and respect for national 
sovereignty which have always been highly prized features of 
this regional system. But it is difficult to see how it can 
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greatly contribute to political defense against “invisible’’ Com- 
munist aggression inside any given country without undercut- 
ting the rule of absolute non-intervention adopted by the Buenos 
Aires conference of 1936. That rule has been interpreted by 
some as prohibiting only unilateral intervention, not multilateral 
intervention; but it would seem that explicit authorization, 
rather than mere interpretation, would be required in so im- 
portant a case as this. No such authorization exists; and when 
Uruguay proposed in 1945 that it be given, and Secretary of 
State Byrnes seconded the proposal, it met with so unfavorable 
a reception in most of Latin America that it died stillborn. 
Despite the Rio treaty, political defense still rests with each 
individual nation. The comity of American nations as such 
has no real voice in the matter, and there is no reason to expect 
that the Bogota conference will change this situation. 


The second stage of the military defense plan—the practi- 
calities—may cause the fur to fly at Bogota if it follows the 
lines suggested by the standardization-of-arms plan which Presi- 
dent Truman has twiced endorsed, once in May 1946 and again 
in May 1947. This plan, which would be carried out by a series 
of bilateral arrangements between the United States and each 
of the Latin American countries, does not go much further 
than its name indicates, but even that is pretty far. To the 
extent that it becomes effective, it will mean that those coun- 
tries will adopt the same kind of arms that we use, will depend 
upon us to supply them with arms, and will be trained in their 
use by us. What is more, this is believed to be only the open- 
ing wedge for a much more far-reaching plan of unification. 
According to reports, this broader plan, worked out by the Inter- 
American Defense Board, which sits in Washington under the 
chairmanship of the United States member, would centralize 
control not only over military planning and strategy but also 
over that very broad area of the economic life of the American 


nations which relates to the production and transportation of 
war materials. 


This overall plan for the practicalities of defense has met 
with strong opposition from non-official quarters in Latin 
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America. (Officials down that way are chary of opposing 
Washington, with which they have to do business). This op- 
position cannot be dismissed as the work of Communists, their 
stooges, and other Yankee-phobes. It has been strongly ex- 
pressed by that good democrat, Pan Americanist, and friend 
of the United States, Eduardo Santos, former President of Co- 
lombia and chief author of that Act of Chapultepec out of which 
these controverted plans of Hemisphere defense have ostensibly 
grown. Santos declares that these plans go far beyond the 
Act of Chapultepec, and in the wrong direction. Among other 
things, he objects that they would strengthen the military cliques 
which are already far too strong in Latin America; that they 
would be a heavy financial burden, diverting funds needed for 
social improvements, exacerbating social discontent, and thus 
promoting the spread of Communism, instead of checking it as 
the defense plans are supposed to do; and that they would tend 
to deprive the Latin American governments of control over a 
vitally important sector of their foreign relations. 


It is difficult to say how widespread such opposition is, 
but it appears to be rather formidable. Other liberals besides 
Santos (who owns the influential Bogota newspaper El Tiempo), 
as well as most left wingers, have joined in it. Touchy na- 
tionalism is only one of the explanations; more important is 
the feeling that the issue is one between militarism and social 
progress. That Latin American officialdom has not come out 
against these plans, but has rather encouraged them as they 
have so far developed, has led Ernesto Galarza to conclude, in 
a recent discussion of this problem, that there is a “serious and 
widening gap between official Pan Americanism and basic 
human needs and problems throughout the Americas.“ 


For my part, if I were voting on this question, I would vote 
to stop with the generalities of Rio and join Santos in opposing 
the kind of practicalities represented by the Inter-American De- 
fense Board’s plan. The objections to it are so weighty that 
it is hard to see how they could be counterbalanced by any 
direct military aid that Latin America could furnish. 
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The second item on our Bogota menu is a group of economic 
questions that seem likely to cluster about two main issues, 
namely, a “Marshall Plan for Latin America” and international 
trade policy. How far the Bogota Conference will go into either 
question is not clear at this writing; it may take a leaf out 
of the Rio Conference’s book and confine itself to general prin- 
ciples, leaving the practicalities to the long delayed Inter- 
American Technical Economic Conference. But even if the 
delegates at Bogota do nothing more than agree upon general 
principles, that will be a notable achievement, for there is a 
wide rift between the highly industrialized United States and 
economically “colonial” Latin America on economic policy. 
They could not agree on essentials at Chapultepec in 1945, and 
this lack of agreement is one of the main reasons why the 
Technical Economic Conference, originally scheduled for June 
1945, has not yet been held. To appease Latin American dis- 
content over the exclusion of economic problems at Rio, it was 
promised that this technical conference would be held in 1948; 
and it is now expected to meet towards the end of this year. 


It is not feasible to go into the pros and cons of the two eco- 
nomic issues here, but I do wish to indicate briefly why I have 
a good deal of sympathy with the Latin Americans on both 
points. Their desire for a Marshall Plan for their area is not 
just a hankering for another handout. They are suffering 
severely from much the same kind of crisis as Europe—particu- 
larly because of shortages of dollars and capital goods, which 
are so acute as to threaten disaster to both their foreign trade 
and their domestic economies. It is cold comfort to them to 
be told that Europe must be given priority, or that Europe’s 
recovery will ultimately help them too. They need direct help, 
they need it now, and only the United States can provide it. 
Nor does it advance the discussion much to point out, as was 
done in this journal recently, that their present difficulties are 
partly of their own making. The same thing could be said of 
Europe, and I seem to remember that our own economic follies 
of Hawley-Smoot days had something to do with bringing on 
the troubles from which the whole world is suffering. But such 
pot-and-kettle colloquies are bootless. The thing to remember 
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is that we have responsibilities to Latin America as well as to 
Europe, and, as the Rio treaty reminds us, we have an interest 
in the maintenance of a stable, democratic Latin America. How 
this policy can be advanced through economic means should be 
the subject of a searching discussion by the interested parties 
with a view to developing something like a Marshall Plan. 
While the initial discussion might be confined to the Latin 
Americans, it is important that we join in it. We might, of 
course, say to the Latin Americans, as we did to Europe, that 
they must first go off into a huddle by themselves and produce 
a plan and then submit it to us; but inter-American precedents 
indicate that we should go into the huddle with them. This we 
refused to do at Rio; it should be done at Bogota. Otherwise 
we may find that the imposing defense edifice of Rio was erected 
upon an economic foundation of sand. 


The sharpest economic divergence between the United States 
and Latin America occurs in the field of international trade 
policy and arises from the conflict of our insistence upon free 
enterprise and the lowering of trade barriers with the Latin 
Americans’ predilection for protectionism and state planning. 
This is much too complex a question to be discussed here, but 
the important thing for us to remember is that while the Latin 
Americans’ position may be economically unsound, this is not 
simply an economic question. They regard it as of great po- 
litical significance, reaching even to national independence. So, 
even if they are utterly wrongheaded in their economic policies 
—and it is by no means certain that they are—sound states- 
manship requires that their opinions be treated with respect, 
for we have to live with them and get along with them in a 
regional system, based upon the principles of sovereignty and 
equality, which we have just chosen to revive in full force. And 
the general advice to our Government contained in a recent 
publication of the Yale Institute of International Studies applies 
with special force to Latin America: “Towards the peoples 
of the in-between world [i.e. non-Soviet Europe and Asia], 
we should be chary of saying ‘Be as much like us as possible.’ 
We should say instead: ‘So long as we remain strong, you can 
be what you want to be.’ This means a minimum of stress on 
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the virtues of a free-enterprise system and more stress on self- 
determination and the four freedoms.” 


The third course to be served up at Bogota will consist of 
a permanent statute or charter for the inter-American system. 
The system has rocked along all these more than fifty years of 
its life without one, and has not done too badly; but no harm 
and some good will be done by adopting one (for one thing, 
it will regularize the status of the family of American nations 
as a regional system), and the draft statute prepared by the 
Governing Board of the Pan American Union for Bogota seems 
on the whole a good one. As recommended at Chapultepec, the 
system will be tightened up by provisions for regular and more 
frequent diplomatic meetings (both conferences and meetings of 
foreign ministers) and for the exercise of certain political 
powers by the Governing Board of the Pan American Union in 
the interim between meetings. The change made at Chapultepec 
in the composition of the Governing Board will be confirmed. 
This meets a long-standing Latin American complaint—the 
domination of the Pan American Union by our State Department 
—by stipulating that the Governing Board shall be composed 
of specially appointed representatives of the American gov- 
ernments instead of their regular ministers or ambassadors to 
the United States, as was the case before Chapultepec. 


All this seems desirable and is not likely to provoke much 
dissent. More debatable are certain questions regarding the 
organization of the Pan American Union and the relation of 
a large group of specialized inter-American agencies to the 
Union. There has been widespread disappointment with the 
failure of the new Economic and Social Division, which was set 
up in the Union by the Chapultepec Conference, to concern itself 
with important policy questions in the broad field of its juris- 
diction. Criticism on this score has come mainly from liberals 
and left-wingers, who wish to see the Pan American movement 
identified more closely with social and economic reform and 
less closely with military and political defense of the status quo. 
Consequently, any effort to put more life into the new Division 
may become involved with the issue of providing for the practi- 
calities of Hemisphere defense. If the potential antagonism 
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between the two measures develops, the former will run into 
strong opposition from advocates of the standardization of arms 
and the coordination of military planning and strategy along the 
lines suggested by President Truman and the Inter-American 
Defense Board. 


As for the specialized agencies (such as the Pan American 
Sanitary Bureau and the Pan American Institute of Geography 
and History), the main issue is the extent to which these should 
be coordinated and controlled through the Pan American Union. 
There can be no question that a certain degree of coordination 
is desirable. For one thing, the status of many of these agencies 
needs to be clarified; careful studies made a few years ago 
showed that it was doubtful whether a number of nominally 
inter-American organizations were actually official or not. Also, 
once their status has been clarified, it would certainly be useful 
to all concerned, including the organizations themselves, to make 
the Union a clearing house for all of them. But this is as far 
as coordination should go. It should not be carried to the point 
of giving the Union or its Governing Board control over the 
budgets or policies of the specialized agencies, which should re- 
main autonomous. This is particularly important in view of 
the trend towards giving the Union an increasingly political 
character. It would be fatal to at least some of these technical 
organizations, such as the Pan American Institute of Geography 
and History, to subject their professional activities to control 
by a political inter-American body. 


The fourth and last of our major topics, the revised declara- 
tion of the rights and duties of states, contains few possibilities 
of controversy, since the declaration will consist mainly of a 
coordination of declarations already made on this subject by 
previous inter-American meetings. There is one of them, how- 
ever, which may cause a lot of trouble. This is the Buenos 
Aires protocol of 1936 which made the rule of non-intervention 
absolute. The trouble might arise in one or both of two ways. 
First, non-intervention was not defined in the protocol, the need 
for a definition of it is widely felt, and an attempt to define it 
at Bogota might lead to a hot discussion of various actions taken 
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by the United States in alleged violation of the rule of 1936, 
notably in connection with the Argentine question in 1944-1946. 
Second, there are many who believe that the negative rule of 
1936 left a gap in the inter-American system which ought to be 
filled; that the rule should be retained as a prohibition against 
unilateral intervention, but that it should be supplemented by 
the adoption of a rule authorizing multilateral intervention, 
since the lack of enforcement measures makes all Pan American 
commitments mere expressions of pious hope 


Opinion on this subject in Latin America is sharply divided. 
The position described above has been warmly supported by the 
distinguished Chilean international lawyer Alejandro Alvarez, 
and formed the basis of the Uruguayan proposal of 1945 re- 
ferred to above. As we saw, however, the Uruguayan proposal 
was widely opposed in Latin America, and still more recently 
the Bogoté newspaper El Tiempo, which is generally a stout 
champion of Pan Americanism, has taken the position that the 
rule against all intervention, multilateral as well as unilateral, 
is the foundation stone of the inter-American system. Conse- 
quently, this issue is packed with dynamite; and yet it may have 
to be raised, at Bogota or later, since the Hemisphere defense 
system is moving into the political as well as the military field 
and is being directed against threats arising within the Americas 
as well as outside. 


V 


In conclusion, the Pan American system is now making a 
recovery beyond anything that seemed possible three of four 
years ago. Then, hope was high for a strong United Nations 
and friendly cooperation with Russia, and our regional system 
was regarded in Washington as the problem child of an earlier 
marriage contracted in the folly of our international youth. 
The system was saved but put on ice as a reinsurance policy. 
Now this policy has been taken out and is being revised and 
strengthened. The regional system still operates within the 
framework of the United Nations; but a closer integration of 
it with that organization, which seemed a foregone conclusion 
in 1945, now seems likely to be deferred indefinitely. 
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The nature of the revision was foreshadowed by the Rio 
Treaty of last August, but much remains to be done at the 
Bogota conference and later. The leadership in this task rests 
with the United States, which has always led the Pan American 
movement but which confronts the present task with greater 
power and responsibility than ever before—with greater power, 
because the last war widened the already tremendous gap be- 
tween our strength and the weakness of Latin America; with 
greater responsibility, because the last war also made the Latin 
Americans more dependent upon us than ever before, economi- 
cally and otherwise, largely as a result of measures designed 
by us to obtain their aid for our war effort. 


If our leadership is to be effective, we must give careful 
thought to both method and policy. In regard to method, we 
should lead by agreement, not by veiled coercion. We should 
try harder to think and act, not merely talk, collectively. Too 
often in the past we have used multilateral forms to impose 
our unilateral decisions. In regard to policy, we must of course 
heed the warnings of our political and military leaders about 
the need for Hemisphere defense. But we should also heed the 
clamors of our associates in this defense for economic aid. We 
should not relax, but redouble, our efforts to provide a firmer 
basis for inter-American cooperation by bringing the alien cul- 
tures of the United States and Latin America into closer com- 
munion with each other. And above all, we should try to recap- 
ture our leadership of the liberal forces of America and the 
world. This requires us, among other things, to make it clear 
to the world that we are not trying to impose our pattern of 
life, even our virtues, on others; that we realize that free en- 
terprise does not always make free men, and are on our guard 
against its dangers in our foreign as well as in our domestic 
policy ; that our foreign policy gives more weight to the advance- 
ment of the four freedoms than to the protection of our four 
per cents; and that its aim is not power for ourselves but peace 
and progress for all, including ourselves. 
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Social Organization in the 
Contral Partion of the 
Sao Francisco Valley 


Wy J Lunn Suttl 


This article deals with some aspects of the demographic sit- 
uation and a few phases of social organization in the central 
part of the Sao Francisco Valley in northeastern Brazil. Much 
of the information presented here was gathered during a six- 
weeks field trip into the area during the months of July and 
August, 1945. In his travels the writer was accompanied at 
all times by Professor Hilgard O’Reilly Sternberg, head of the 
department of geography at the University of Brazil and much 
of the time by Mr. Bentley Mackay of the American Consulate 
in Recife. The specific area studied extends from Santana do 
Sobradinho to the Paulo Afonso Falls. It includes the municipios 
of Casa Nova, Curaca, Gloria and Joazeiro in the state of Baia; 
those of Belém, Boa Vista, Cabrobé, Floresta, Itaparica, and 
Petrolina in the state of Pernambuco; and the municipio of 
Marechal Floriano in the state of Alagoas. Information 


*This paper is No. 1 in the Journal Series of Vanderbilt University’s 
Institute for Brazilian Studies. Professor Smith is the author of Brazil: 
People and Institutions and is director of the Institute for Brazilian Studies. 
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gathered by personal observation was supplemented by data 
drawn from official sources such as the census reports and by 
some special tabulations which the officials of the state and 
municipio governments kindly prepared at the request of the 
writer. 


POPULATION 
1. Number 


The eleven municipios listed above include the bulk of the 
area commonly thought of in connection with various proposals 
to utilize part of the power potential of the Paulo Afonso Falls 
for irrigation purposes. Abundant deposits of limestone, broad 
expanses of relatively level land, and the presence of some 
mineral salts in the area add to its agricultural and industrial 
potentialities. At the time of the 1940 Census there were ap- 
proximately 160,000 inhabitants spread over a total of 350,000 
hectares included in the eleven municipios. Twenty years earlier 
the section was even more sparsely populated. 


2. Distribution 


On the basis of Brazilian Census criteria, about 127,000 per- 
sons in the area, or 79 per cent of the total population, were 
rural and the remainder urban or suburban. By applying U.S. 
Census criteria the proportion of population classified as rural 
is raised to 86 per cent. 

Towns and villages are few in number, most of them being 
dotted along the river. Joazeiro, the terminus on the Sao Fran- 
cisco River of the small narrow-gauge railway which runs from 
Salvador the capital of Baia, is the chief center of trade and 
commerce and the largest population center in the area. In 
1940 it contained about 12,000 inhabitants. Petrolina, just 
across the river from Joazeiro, in the state of Pernambuco, with 
5,000 inhabitants is second in size. Some 75 kilometers up- 
stream from the two is Casa Nova with a total population of 
3,800. Near the Falls is the center which ranks fourth, Itapa- 
rica with a population of approximately 2,500. 


The rural population is thinly spread over the area. Most of 
the families living are widely separated from one another on 
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the isolated fazendas which are scattered about in the catinga 
covering this portion of the sertdo. There are, however, thin 
lines of settlements along both margins of the large Rio Sifo 
Francisco, and along the few small streams (notably the Salitre) 
which flow even during the dry season. The banks of the main 
river and the little flood plain of the Salitre are lined with thou- 
sands of small holdings. In fact, a very large proportion of 
all the people in this portion of the Valley reside in the three 
thin strips of territory adjacent to the main river and its small 
tributary. 


3. Composition 


In a rough way it is possible to set forth the more salient 
facts about the characteristics of the population in the area 
under consideration. 

(a) Race. The white, the red, and the black races all have 
contributed substantial amounts to the blood streams of the pres- 
ent population of this central Sio Francisco area. Probably, 
from the quantitative point of view, their relative contributions 
to the total population have been of about equal importance. 
Furthermore, this part of Brazil seems to be precisely the one 
in which the crossing and blending of the three races has 
proceeded farthest. This is not to say that all of the people 
in the section are of mixed white, Indian, and Negro stock; but 
rather that there exist in the area representatives of all three 
original strains, plus persons’ who represent every possible 
combination of the three original stocks. The sertanejo, from 
the racial standpoint, is the new Brazilian par excellence. 


The population on the Baia side of the Sao Francisco river 
is noticeably darker, it includes more Negroes and persons of 
Negroid features than that across the river in the state of Per- 
nambuco. Since many of the officials and professional men 
are from the state capital (Salvador), the place in all Brazil 
in which Negroid characteristics are most important, the upper 
classes in the settlements on the Baian side of the river appear 
to be of even a darker hue than the lower. On the other hand, 
the evidences of Indian ancestry are most pronounced in the 
Pernambuco municipios; in them, too, the population gets lighter 
as one passes up the social scale. 
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(b) Age. The high fertility of the population, combined 
with a very heavy mortality, has concentrated the population 
in the tender years of life. Probably 45 per cent of the people 
are less than 15 years of age, a percentage to be compared with 
one of about 25 in the United States. However, it is doubtful 
whether more than 7 per cent of the population is found in 
the ages 65 and over. Even when this relative scarcity of old 
people is allowed for, the ratio of persons in the dependent ages 
to those in the productive ones is very high. This fact itself 
is a potent element in the conservation of old patterns—fathers 
with ten children to care for tend to be cautious about trying 
new practices. 


(c) Educational Status. The towns and cities contain a 
liberal sprinkling of persons of fairly high educational status, 
including a few doctors, lawyers and engineers. On the whole, 
however, the educational status of the population is very low; 
in fact it is among the lowest in all Brazil. Probably not more 
than one child in four ever sees the inside of a school; the per- 
centage of illiteracy must be at least 70 or 75; and many of 
those who have been to school were in attendance so short a 
time that they quickly forgot the little they learned. For all 
practical purposes they are functionally illiterate. On the other 
hand, the sertanejos of the area have acquired a great stock 
of the type of information necessary to survival amid harsh 
conditions. The family transmits this to the young, and it 
should be recognized as by far the most important educational 
institution in the region. 


(d) Occupation. The towns and cities are trade and service 
centers in the strictest sense of the terms. Persons engaged in 
trade and transportation, in the liberal professions, a few ar- 
tisans, and a large class of servants and common laborers make 
up their populations. Not a few fazendeiros also make their 
homes in these small centers. Outside the towns and cities 
the population is engaged in pastoral activities, farming, col- 
lecting vegetable products, and searching for minerals and preci- 
ous stones, in about the order named. Caring for livestock, 
especially the lowly goat, is probably the activity which occupies 
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most of the people for most of the time. Agriculture is second. 
Almost every one seems to know something about precious stones, 
and there is a strong tendency to consider minerals and stones 
as the real riches of the region. The possibility of making a 
lucky strike has developed a mind set among the population 
which unsuits them as yet for an intensive development of 
agriculture. 


4. Natural increase 
This area rivals Ceara as a seed bed of Brazilian population, 
which means that the rate of natural increase is very high. 


(a) Fertility. On the basis of my general studies of the rate 
at which the Brazilian population is increasing I estimate that 
the birth rate in this section must be about 45. This is very 
high and probably is exceeded only in Ceara. 


(b) Mortality is also excessively high in this portion of 
Brazil. My studies lead me to believe that the death rate is 
around 30 and the infant mortality rate must be at least 175 
or possibly 200. 


If the estimates given above are fairly close to reality, the 
resulting rate of natural increase—15 per 1000 per year—is 
also very high. It is small wonder that this section of the 
country is able to supply Sao Paulo with such a large annual 
quota of migrants. 


5. Migration 

A good share of the population lives a semi-nomadic, pastoral 
type of life, so much so that the fixation of man to the soil is 
one of the principal slogans of political and agricultural leaders 
in the area. Undoubtedly the shifting about from place to place 
and from one fazenda to another is fairly high. However, it 
should be emphasized that the considerable portion of the popu- 
lation who have constructed their humble homes along the 
margins of the Sao Francisco and along the course of the Rio 
Salitre constitute a highly immobile group. 


Migration out of the area is mainly to Sao Paulo. Almost 
without exception the persons questioned on the trip—and the 
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query was put many times each day—responded that the noticias 
from Sao Paulo continued to be very good and that many people 
were leaving for that southern state. Furthermore, they all 
agreed that very few of the migrants returned. This checks 
exactly with information gathered on the other end of the line 
in western Sao Paulo. 


RELATIONS OF PEOPLE TO THE LAND 


1. Settlement Patterns 


For the most part, the arrangement of the rural population 
on the land is still to be determined throughout the portion of 
the Sao Francisco Valley under consideration in this paper. 
The line village pattern of settlement, each family constructing 
its dwelling at the front of a narrow strip of land, prevails 
along both sides of the Sio Francisco and along the Rio Salitre. 
In most of the remainder of the area the fazendas are widely 
scattered, although here and there one finds from three to ten 
houses and huts clustered fairly close together. There is also 
a tendency for the owners of the larger and more valuable 
fazendas to live in the little cities and towns, going only occa- 
sionally to visit their properties and give directions to the ad- 
ministrators. Thus all three of the principal ways of arrang- 
ing the population on the land are found in this area, with line 
village and scattered farmstead settlements predominating. 


2. Land Surveys, Divisions and Titles. 

If any developmental plans are actually put into effect in 
the Sao Francisco Valley, this phase of the projects deserves 
the most careful attention. Otherwise a very great injustice 
may be done to thousands of small holders now living in the 
region. 


Throughout this part of the Sao Francisco Valley the great- 
est imaginable confusion exists in the surveys of real property, 
the lines which divide one property from another, and the reg- 
istries of titles to the land. It is not too much to say that there 
exists an almost complete lack of system in these important 
aspects of the relation of man to the land. From the very 
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first the large sesmarias which were given to persons of real or 
asserted noble lineage were delimited only by indications that 
they fronted on the river and extended from one point to an- 
other. The direction and extension inland of the boundaries 
were never precisely stated, and of course they were never sur- 
veyed and recorded. Time has done little to systematize the 
surveys, add preciseness to the division lines between the rapidly 
mounting number of properties, or to dissipate the clouds obscur- 
ing the titles. As is indicated below, today much of the land 
is claimed by so many descendants of the original holders, all 
with such hazy titles, that the area away from the water is 
commonly thought of and used as communal property. Only 
along the main river front, in the flood plains of the few little 
streams that carry water throughout the year, and about the 
few peaks found in the region are the boundaries more or less 
clearly delimited and the titles based in law as well as posses- 
sion and use. It is, of course, only in these few favored localities 


that the earth has felt man’s efforts to wrest a living from the 
soil. 


This confused state of property limits and titles is certain 
to result in tremendous problems and conflicts if large-scale 
irrigation projects are undertaken in the region, unless the 
wisest of provisions are adopted. 


3. Land Tenure 


Land in the area is held in ownership (subject to the limita- 
tions mentioned above), by right of possession (squatter’s 
rights), and under lease. 


The original land grants were large. Some of them, in this 
portion of the Valley, extended for 40 leagues (about 150 miles) 
along the river front and ran inland indefinitely. As one gen- 
eration succeeded another, the numerous progeny of each pro- 
prietor and the equal division of the estates among all the heirs 
rapidly reduced the number of acres belonging to any one man. 
However, the land was too low in value to bear the costs of 
expensive surveys and records so that an actual division of the 
property, with each heir receiving a deed to his portion, was 
very rare. Instead, as one generation was added to another, 
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each fazenda acquired a new tier of owners until today it is not 
uncommon to find a rural property the owners of which num- 
ber in the hundreds and include representatives of five genera- 
tions. But even this is not the extreme. In much of this terri- 
tory the stage has now been reached in which definite claims 
based on occupation and use include only the limited areas about 
the houses and most of the land is used as communal holdings. 
A native of the area merely settles where no one else is occupy- 
ing, or buys the claim of another, and then proceeds to pasture 
his goats, cattle, and sheep over all the adjacent territory. 


Currently most of the numerous small fazendas are operated 
by resident owners, who themselves direct the small enterprises 
of raising cattle, sheep and especially goats. The larger and 
better equipped fazendas are more likely to be in charge of 
administrators. Their absentee owners visit the places only 
at rare intervals. 


Widely used throughout the area is a share system of live- 
stock raising that deserves special mention. It is called sorte 
and operates as follows: the owner of livestock (cattle, sheep, 
or goats) and land lets out a herd or a flock to one of the 
vaqueiros of the area. The latter cares for them throughout the 
year, and receives in return one fourth of the increase. This 
system is traditional and very important. The honesty and 
faithfulness of these vaqueiros is proverbial. 


4. Size of Holdings 


There are still some very large estates in this section of the 
Valley. However, in comparison with the situation in the sugar- 
growing sections on the coast, or the cattle fazendas farther up 
the river in Minas Gerais, the bulk of the rural properties may 
be thought of as comparatively small. Most of the families in 
the area are small independent operators. 


In addition to the thousands of small patches on the margins 
of the river (where live a host of small proprietors, renters, and 
squatters) thousands of small fazendas are scattered about near 
the more permanent water holes in the sertado. There the people 
live mainly by grazing their flocks of goats and sheep, or a 
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few head of cattle; but they also may be engaged in planting a 
little cotton, growing mandioca and other foodstuffs, collecting 
roots and fruits, or gathering carod. Ina myriad of ways these 
self-reliant sertanejos manage to gain a subsistence in an in- 
hospitable land. One who passes through the area cannot fail 
to be impressed with the extent to which these sertoes are in- 
habited by humble but independent people who live mainly by 
raising goats, but who know how to make use of hundreds of 
other things that are available in the catinga. Only a few of 
the immense fazendas of former years have kept their identity. 
The owners of small livestock fazendas now use most of the area 
as they please. 


As indicated above, the titles to thousands of these small 
fazendas are likely to prove defective, if the letter of the law 
is adhered to strictly, in any test of the cases. Unless squatters’ 
rights, unless residence and actual use of the land weigh heavily 
in the determination of rightful ownership, any large-scale de- 
velopmental projects are likely to result in the dispossession 
of thousands of these humble families. 


There is, moreover, another danger already confronting the 
occupants of many of these small properties. Well underway 
are projects for buying out (at 30 to 50 cruzeiros per hectare) 
70 to 100 of the families now occupying land near Itaparica. 
This is part of a plan to develop a 7,000hectare sugar planta- 
tion, with modern sugar factory, in that area. Expropriation 
by the state of the holdings of those who do not care to sell is 
a distinct possibility. One wonders if the further extension of 
latifundia and the dispossession of thousands of sertanejos is 
going to be permitted, or even abetted, by the state. 


5. System of Farming 

The systems of farming practiced in the area are of the most 
rudimentary type. The most advances have been made along 
the Sao Francisco and Salitre rivers where the use of the hoe 
is common, and water is artificially applied to the land. A crude 
form of flooding is practiced on the bottom land along the river 
Salitre. On the much more extensive tracts of loam left on 
either bank by the stream while the river is low, the women- 
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folk grow large crops of mandioca, corn, beans, and vegetables. 
Here the irrigation is mostly of a very primitive kind, the water 
being carried on the head from the river, emptied into a large 
wooden tray or trough, and then splashed out over the crops 
in a way designed to simulate rain. There are, however, four 
or five small pumping stations near Joezeiro, each one supply- 
ing enough water to irrigate about 200 hectares. 


The plow is practically unknown in the region, although the 
prefeito of Joazeiro and a few other venturesome souls are will- 
ing to defy tradition and make use of this all important instru- 
ment. The bulk of the sertanejos, however, continue to think 
that its employment would irreparably damage the soil. 


Other than the burdens moved by a wide variety of river 
craft used on the Sao Francisco, the heads of the women and the 
backs of the small burros are the mainstays of the transporta- 
tion system. Only a few ox-carts are in use, and the wagon is 
absolutely unknown. Although the wiry, big-boned horses of 
the region would seem to be ideally adapted for work in teams, 
the employment of the well-hitched work stock in either farm 
transportation or cultivation is probably a thing of the far- 
distant future. 
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The defeat of Juan Manuel Rosas at the hands of the gover- 
nor of the province of Entre Rios, Justo José Urquiza, opened a 
new chapter in the long and often bloody history of Argentina’s 
political organization. It paved the way toward the ultimate 
unification of the country under a truly national government. 
In fact, the constitution of 1852-3 and the reforms of the 
Buenos Aires Convention of 1860 formally established a federal 
system of government, honoring thus the fundamental provi- 
sions of the Federal Pact of 1831 and the Acuerdo de San Nico- 
lis of 1852. 


The victory of Federalism, as subsequent developments dem- 
onstrated, was to a considerable extent formal. The tendency 
towards a strong central government latent in Argentina since 
before the Revolution of 1810 was far from annihilated by the 
Constituent Assembly of Parana. On the contrary, the consti- 
tution of 1852-3, though federalist in tone and intent, has pro- 
vided the national government with a most effective instrument 
of control and suppression of provincial autonomy. The instru- 
ment in question is the right of the federal government to in- 
tervene in the internal affairs of the provinces, under condi- 
tions specified in articles 5 and 6 of the constitution. 


Mr. Gomez is Research Assistant in the Department of Political Sci- 
ence, University of Minnesota. This article is taken from a larger study 
of intervention in Argentina made in connection with graduate study at 
the University of Minnesota. 
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The power of intervention is not a principle peculiar to the 
Argentine constitution. Other constitutions, notably those of 
the United States and Switzerland, contain analogous provi- 
sions. In fact, the principle of intervention is an essential ele- 
ment of any system of federalist organization. What is perhaps 
unique in the case of Argentina is the frequency and manner 
in which intervention has been invoked and applied by the Fed- 
eral government. Both are eloquent testimonials to the per- 
sistent and on the whole successful efforts on the part of the 
national government to circumvent the spirit, if not the letter. 
of the federalist principles of the constitution. Indeed, it may 
well be argued on the basis of past experience that in spite of 
the constitution federalism in Argentina never became a living 
reality, but on the contrary, has consistently given way to the 
centralizing tendencies of the national government. 


The purpose of the present paper is twofold. First, it is 
proposed to examine the nature and development of the concept 
of intervention in Argentina. Second, an attempt is made to 
present a quantitative analysis of the frequency and manner in 
which the right of intervention was invoked by the central gov- 
ernment during the period between the Buenos Aires convention 
of 1860 and the Revolution of 1930. 


II 


When the Argentine Constituent Congress at Parana came 
to define the power of the central government to intervene in 
the internal affairs of the provinces it had two outstanding ex- 
amples to draw upon. These were the constitutions of the Swiss 
Confederation and of the United States. 


The Swiss Constitution of 1848 contained seven separate 
articles bearing upon the power of intervention. Article 5 guar- 
anteed “to the provinces their territory, their sovereignty, with- 
in the limits fixed by Article 3 [the sovereignty of the cantons 
is limited by the federal constitution], their constitutions, the 
liberty and rights of the people, the constitutional rights of citi- 
zens, and the rights and powers which the people have conferred 
on those in authority.” By article 6 the confederation guaran- 
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teed the cantonal constitutions provided that the cantons safe- 
guarded the exercise of political rights, “according to republican 
forms, representative or democratic.” Other relevant provi- 
sions of the constitution deal with protection in case of foreign 
invasion, internal disturbances and inter-cantonal disputes. In 
the case of internal disturbance, or if danger is threatened by 
another canton, the authorities of the threatened canton are to 
give notice to the federal executive. The Federal Council is 
empowered to act on its own up to the limit of employing 2,000 
troops, subject to the additional condition that the troops are in 
action no more than two weeks. Otherwise, the Council must 
call a session of the Assembly. Under certain conditions inter- 
vention may take place in the absence of a request from the 
cantons. 


The provisions of the Constitution of the United States are 
simpler. In Article IV, section 4, the power of intervention was 
defined in the following terms: 


The United States shall guarantee to every State in 
this Union a republican form of government, and shall 
protect each of them against invasion; and on the ap- 
plication of the legislature, or of the Executive (when 


the legislature cannot be convened), against domestic 
violence. 


Besides the examples of the Swiss and North American Con- 
stitutions, the congressmen at Parana had before them the agree- 
ments of 1831 and 1852 and the suggestions of Alberdi. The 
threepartite treaty of 1831 between Buenos Aires, Santa Fe and 
Entre Rios provided, among other things, for mutual assistance 
in case of aggression against any of the signatory provinces. 
The agreement of San Nicolas entrusted to General Urquiza the 
organization of the provisional government pending the con- 
vocation of the constituent congress. Neither of these prece- 
dents offered much in the way of experience. 


Alberdi’s draft of a proposed constitution for the Argentine 
confederation contained three articles which outlined the power 
of intervention. They were as follows: 
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Article 4. The Confederation guarantees to the 
Provinces the republican system, the integrity of their 
territory, their interior peace. 

Article 6. . . . The Confederation intervenes with- 
out requisition in their territory for the sole object 
of reestablishing order disturbed by sedition. 

Article 7. The Confederation guarantees the sta- 
bility of the provincial constitutions, so that they are 
not contrary to the general Constitution, for which 
reason they will be revised by the Congress before their 
sanction. 


Alberdi’s idea, it will be noted, was based on the principle 
of prior sanction of the provincial constitutions by the national 
congress. In a note to Article 7, Alberdi declared that his pro- 
posal was preferable to the provisions of the constitution of the 
United States, since it required that provincial constitutions be 
patterned upon the national constitution. By requiring sanction 
of the national constitution the form of government in the prov- 
inces was assured. 


The power of intervention was formulated by the Congress 
of Parana in articles 5 and 6 of the constitution of 1853. The 
text of these articles is as follows: 

Article 5. Each confederated Province shall draw 
up for itself a Constitution under the representative- 
republican system, in accordance with the principles, 
declarations, and guaranties of the national Constitu- 
tion, by which is assured the administration of justice, 
its municipal regime and free primary education. The 
provincial constitutions will be revised by the Congress 
before promulgation. Under these conditions the fed- 
eral government guarantees to each Province the en- 
joyment and exercise of its institutions. 

Article 6. The federal government intervenes, with 
the requisition of the provincial legislatures or gover- 
nors or without it, in the territory of any of the Prov- 
inces for the sole object of reestablishing the public or- 
der disturbed by sedition or of assuring the national 
security menaced by a foreign attack or peril. 


It may be noted that Article 5 drew heavily upon the Swiss 
model whereas Article 6 introduces the American feature having 
to do with the legislatures and governors being specified as 
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authorities. The provision that intervention is permissible with- 
out requisition was of Swiss and Argentine origin, and was 
strongly advocated by Alberdi. 


Articles 5 and 6 were accepted without debate, a fact which 
was much regretted by many. During the interval between the 
1853 Constitution and the Buenos Aires Convention of 1860, two 
schools of interpretation arose. One school led by Alberdi ad- 
hered to the letter of the intervention clause and held that in- 
tervention could be exercised without request from provincial 
governments. The other school was of Buenos Aires motivation 
whose chief spokesman was Sarmiento. This latter group, 
fearful of the central government in the event Buenos Aires 
joined the confederation, maintained that intervention must not 
be invoked except at the request of the provincial legislature 
and governor, unless, of course, such a request was not possible. 
The Alberdi theory was accepted by Presidents Urquiza and 
Derqui, who invoked the intervention clause about 20 times in 
the period between 1853 and 1860. 


Articles 5 and 6 of the Constitution of 1853 were modified 
in 1860 largely at the insistence of Buenos Aires. Little need 
be said about article 5 in which two changes were made. Firstly, 
the requirement of “free primary education” was changed to the 
simpler “primary education’, and secondly the requirement of 
prior sanction of provincial constitutions was altogether de- 
leted. Article 6, on the other hand, brought forth a prolonged 
discussion. It was the procedure of invoking intervention with 
which Buenos Aires was concerned most. Three different for- 
mulae were considered. One advocated by D. F. Sarmiento, 
was that used in article IV, section 4, of the Constitution of the 
United States. The second formula was a rather lengthy pro- 
vision which called for legislative and gubernatorial request in 
cases of sedition but which permitted intervention without re- 
quest in cases where the authorities of the province had been 
overthrown or in cases of foreign peril or difficulties involving 
more than one province. The third proposal, the one finally 
adopted, is a mixture of the United States provision and Alberdi- 
Swiss ideas. In their final form articles 5 and 6 in the Con- 
stitution read as follows: 
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Article 5. Each province shall adopt its own con- 
stitution, which shall provide for the administration 
of justice in its own territory, its municipal system, 
and primary instruction, such constitution to be framed 
upon the republican representative plan, in harmony 
with the principles, declarations, and guaranties of the 
national constitution. Upon these conditions, the fed- 
eral government shall guarantee to each province the 
enjoyment and exercise of its institutions. 

Article 6. The federal government shall have the 
right to intervene in the territory of the provinces in 
order to guarantee the republican form of government 
or to repel foreign invasions; and when requested by 
the constituted authorities, to maintain them in power, 
or to reestablish them if they shall have been deposed 
by sedition or by invasion from another province. 


It may be well at this point to ascertain the meaning of 
certain terms of article 6 of the Constitution as modified by the 
Convention of 1860. To begin with, the Convention failed to 
define more closely the term “Federal Government”. Sarmiento 
would have liked to define the term in such a way as to elimi- 
nate the Executive Branch. The interventions from 1853 to 
1860 had been significantly of executive manipulation and Sar- 
miento along with many others deplored the summary action of 
the Executive in some of these interventions. The sinister 
events of the intervention in San Juan in 1857 were still fresh 
in the minds of the Buenos Aires delegates. However, prece- 
dents favored the broader interpretation, which included both 
the Executive and Legislative branches in the term “Federal 
Government”. No definitive answer has been found and prac- 
tice of the moment dictates the procedure. 


Secondly, why was the phrase “to guarantee the republican 
form of government” used? It was known that in the Consti- 
tution of the United States the phrase referred to historical 
possibilities of the rise of aristocracy or monarchy. Alberdi 
argued that the phrase had no such application for Argentina 
since there were no political parties which advocated a monarch- 
ical or aristocratic form of government. At the Convention, 
however, Sarmiento felt that the phrase could be interpreted to 
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cover the threat to republican form of government inherent in 
caudillismo. Although the thought was not openly expressed 
at the Convention, it is probable that the dictatorship of Rosas 
and the fear of General Urquiza induced the men of Buenos 
Aires to insist upon a safeguard against the emergence of dic- 
tatorial regimes in the provinces. 


Thirdly, the term “requested” was not fully clarified, nor was 
it clear whether compliance of the Federal Government was 
optional or obligatory. The Convention itself was divided on 
this point. General Bartolomé Mitre felt that the Federal Gov- 
ernment was obliged to act upon the request of a province. 
Vélez Sarsfield, on the other hand, argued that the Federal 
Government was not obliged to head such requests, since other- 
wise the armed forces of the Government would in effect be at 
the beck and call of the provinces. 


Fourthly, what was understood by the phrase “constituted 
authorities”? The Committee which studied the Constitution of 
1853 and then drew up proposals for the Convention of Buenos 
Aires had used the phrase “legitimate authorities.” But ulti- 
mately this was changed to “constituted authorities.” It was 
felt that by this change the area of requests was widened. There 
was also the desire to leave room for requests by de facto au- 
thorities as well as those elected according to the law. The 
phrase “constituted authorities” has given rise to some interest- 
ing debates on the legitimacy of requests for intervention. The 
Convention was somewhat obscure as to the scope of the term 
“authority.” Sarmiento would confine the term to the legis- 
lature and the governor, whereas General Mitre was indefinite 
on the point. One thing was clear, the term was not intended 
to extend down to minor official positions. Dr. Basilio Salas 
remarked at the Convention that the phrase as established could 
conceivably extend even to justices of the peace, but General 
Mitre threw this likelihood out with a statement which is now 
famous in Argentine writings on the subject: “It is one thing 
to say constituted in authority and another to say constituted 
authority.” 

Article 6 of the 1853 Constitution authorized intervention for 
the sole object of reestablishing public order disturbed by se- 
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dition. What was the significance of the change to the phrase 
“to sustain them or reestablish them if they have been deposed 
by sedition”? Sarmiento objected to the wording of the Con- 
stitution of 1853. He felt that in many instances of public dis- 
turbance the provinces needed no assistance from the national 
government. Intervention of this type, therefore, was made to 
hinge upon actual overthrow by sedition. In order to guard 
against possible removal of officials as a result of intervention 
an attempt was made to give only two alternatives—either 
sustaining or reestablishing authority. Practice has shorn this 
phraseology of all the original intentions. 


A glance at Article 6, as formulated by the Convention of 
1860, seems clear enough to the “outsider.”” Simply stated, the 
Federal Government can intervene without request to guaran- 
tee the republican form of government or to repel foreign in- 
vasions. When there is a case of sedition in a province which 
threatens the authorities in office, the Federal Government upon 
request from the authorities of the province, will intervene in 
order to safeguard the status quo. If as a result of provincial 
sedition authorities are deposed, the Federal Government, again 
upon request, steps in to reestablish the deposed government. 


Ill 


During the seventy years following the Convention of 1860, 
there were 101 officially ordered interventions into the provinces. 
Their distribution in time was rather uneven. In years of po- 
litical stress interventions were more numerous and also more 
frequent, while in periods of stability they occurred infrequently 
or not at all. During Irigoyen’s first administration (1916- 
1922), when the Unién Civica Radical was sweeping the prov- 
inces clean of the old conservative office-holders, there were as 
many as nine provinces intervened at the same time in 1917 and 
1918. On the other hand, there were periods when only one 
province was intervened or when no province was under the 
control of the central government. The longest lapse during 
which there were no interventions was a period of 3 years and 
9 months from the spring of 1873 to early 1877—a period when 
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the intervention into Entre Rios by Sarmiento’s administration 
ended and early 1877 when Jujuy was intervened under Presi- 
dent Avellaneda. 


As for duration, the average intervention lasted from 5 to 6 
months. The one of longest duration, 3 years, 6 months, 2 days 
was that in San Luis begun in May 1919; the shortest, 10 days, 
that in Mendoza, January 1889. La Rioja is second on the list 
of longest interventions—2 years, 3 months, and 7 days; Buenos 
Aires, Catamarca, Corrientes, Entre Rios, Mendoza, San Juan, 
Santa Fe, and Tucuman all endured interventions which lasted 
more than 12 months; thus, together with San Luis and La Rioja, 
ten out of the fourteen provinces had this experience. All of the 
provinces had short interventions ranging from 2 months and 8 
days in Tucuman to 10 days in Mendoza, with 8 of the 14 prov- 
inces having interventions of less than a month’s duration. 
(See Table 1.) 


It is interesting to inquire into the total duration of inter- 
ventions in each province as compared with their frequency. 
The province of Corrientes had 11 interventions, followed by 
Catamarca and San Juan with 10 each, to rank as the highest; 
in the lowest category are Entre Rios with 4 and Salta with 3. 
The number of interventions in the other 9 provinces varied be- 
tween these extremes. There seems to be no correlation be- 
tween the number of interventions and the total duration. La 
tioja was intervened for a total of 6 years and 8 months but 
ranked fourth in the number of interventions (9) ; Mendoza was 
intervened 8 times for a total of 6 years and 2 months; Corrien- 
tes, with eleven interventions, ranked third in total interven- 
tion time—5 years and 11 months. In Cérdoba 5 interventions 
lasted only 10 months; yet in Salta, the total time of its three 
interventions was 16 months. 


As shown in Table I, no province was intervened for as much 
as 10 percent of the period under review. La Rioja was inter- 
vened for 9.6 percent of the period; Mendoza, for 8.8 percent of 
the period; Corrientes, 8.5 percent. At the other end of the 
scale, Cérdoba was intervened for 1.2 percent of the period 
and Salta for 1.9 percent. Each province enjoyed long periods 
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without interventions—from Salta and Cérdoba with respites of 
5814 and 42 years, respectively, to La Rioja and Corrientes with 
lapses of 1414 and 14, respectively. Salta was not intervened 


until April, 1918. 


San Luis, the province with the longest intervention on 
record, had 7 interventions in all, but the long single interven- 
tion of over 3 years took up practically all of the total interven- 
tion time, leaving to the other 6 interventions a total of a little 
over one year. 


In no province were there two consecutive interventions, 
although in some instances the interval between interventions 
was short. Generally speaking the interval between interven- 
tions in any province was at least six months. 


There does not appear to be any correlation between sizes, 
wealth, political make-up or other physical and social character- 
istics and the number of interventions in any _ province. 
Wealthy and poor provinces are found scattered through the 
list; large and small follow the same pattern; nor does there 
seem to be any special significance in geographical location. 


During the period with which this study is concerned there 
were 18 Presidents of the Argentine Republic. Of these, five 
succeeded to the presidency from Vice-Presidential posts. Only 
one of the eighteen presidents had no intervention connected with 
his administration—Pedernera, who as vice-president succeeded 
Derqui after the latter’s resignation, and who served for only 
one month in the last days of 1861. During the administra- 
tions of all the other 17 presidents there was at least one inter- 
vention, either by presidential decree or congressional statute. 
Irigoyen led all the others with a grand total of 24 interventions 
during his two terms (1916-1922 and 1928-1930). As already 
intimated, Irigoyen was the first Radical president and he there- 
fore undertook to place the Radical party in the ascendancy in 
all the provinces. Not a single province escaped intervention 
during Irigoyen’s two terms, and Mendoza and San Juan were 
intervened four times each. The next most intervention-con- 
scious President was Alvear who followed Irigoyen’s first ad- 
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ministration and who continued the Radical policies (1922-1928). 
In Alvear’s administration there were 10 interventions in 8 
provinces (two each in La Rioja and Santiago del Estero). Four 
Presidents had 8 each to their credit—Santiago Derqui, Bartol- 
omé Mitre, Julio A. Roca, and Luis Saenz Pena. The least in- 
tervention-conscious President, excepting Pedernera, was Quin- 
tana (1904-1906) during whose administration there was but 
one intervention—and that one was ordered by congressiona! 
statute. Quintana did not serve a full six-year term, however, 
and his successor, Alcorta (1906-10), who rounded out the 
term was involved in 7 interventions. 


The number of interventions in the administrations of the 
five presidents when well over half of the interventions occurred 
can be accounted for by reference to the pattern of political de- 
velopments. Mention has already been made of Irigoyen and 
Alvear, leaders of the victorious Radical Party. The two 
Radical Presidents were involved in 34 interventions. Derqui 
and Mitre, the first two presidents to hold office after the 186° 
constitutional reform, were involved in 16 interventions. These 
can be explained, generally speaking, by the fact that the Re- 
public was in the throes of the old unitary-versus-federalism con- 
troversy, and was faced with the problem of the all-powerful 
caudillo regimes in the provinces. The question of Buenos 
Aires’ shaky alegiance to the confederation was also a signifi- 
cant factor. General Urquiza, the Republic’s first President, 
was still alive and was an important factor in the two adminis- 
trations. Luis Saenz Pena, during whose administration there 
were 8 interventions, was faced with the problem of putting 
down, in the provinces, revolutions stirred by the newly-formed 
Radical Party silently and strongly led by Irigoyen. Six of 
Luis Saenz Pefia’s interventions were caused directly or indi- 
rectly by these revolutions. 


Of the 101 interventions, 64 were initiated by presidential 
decrees, 6 of which were later sanctioned by congress; 37 inter- 
ventions were initiated in the first instance by congress. 


As was the case with the total number of interventions in 
certain administrations, the number of interventions by decree 
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). TABLE II 


Interventions—Decrees and Statutes, by Presidential 
Administration— (Oct. 1860 to Sept. 1930) 


Decrees 
n- followed 
a Number by 
of Inter- statutory 
at ' President Years ventions Decrees Statutes sanction 
al Derqui ___1860-61 8 7 1 
r, Pedernera* 1861 (Nov.- 0 
ne Dec.) 
Mitre 1862-68 8 7 1 1 
is Sarmiento 1868-74 6 6 2 
i ] Avellaneda 1874-80 6 5 1 2 
se Roca 1880-86 2 0 2 
- Juarez Celman 1886-90 2 ] 1 
in Pellegrini* 1890-92 3 2 1 
ui L. Saenz Pena 1892-95 8 1 7 
60 Uriburu* 1895-98 6 1 5 
os Roca 1898-1904 6 3 2 1 
wa Quintana 1904-06 1 0 1 
eg Alcorta* 1906-10 7 4 3 
cul R. Saenz Pena 1910-14 2 2 0 
si V. de la Plaza* ____ 1914-16 2 1 1 
ifi- Irigoyen _. 1916-22 20 15 5 
ake Alvear . 1922-28 10 7 3 
a Irigoyen ____ _ 1928-30 4 2 2 
ere —— = ned _ 
ing 101 64 37 6 
ned “Vice-President succeeding to the presidency. 
of 
idi- under specific administrations was conditioned by political de- 


velopments. Irigoyen and Alvear, the Radical Presidents, ac- 
counted for 22 decrees—over one-third of the total 64. So, 
too, Derqui and Mitre, busy with the affairs of the caudillos 
and federalist tendencies in the interior, relied on _presi- 
dential decrees to effect their policies to the extent of 14 decrees 
; in between them. President Sarmiento enters the picture at this 
ree point with 6 decrees (two of which were sanctioned by congress) 
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which were the result of Sarmiento’s unyielding stand on the 
authority of the President to initiate interventions in the inter- 
est of speed and effective action. Sarmiento also was immersed 
in the caudillo question and, with a deep hatred of caudillismo, 
took action to wipe out the last vestiges of its power in the 
interior. 


Most of the Presidents decreed at least as many interven- 
tions as the Congress ordered by statute with a substantial num- 
ber of Presidents decreeing considerably more. The Congress 
held its own in ordering interventions during the period from 
1880 to 1910—a period comparatively uneventful as far as po- 
litical upheavals are concerned, with the exception of the Radical 
revolution of 1893. The Radical revolution resulted in inter- 
ventions which were largely the result of congressional acts. 
Luis Sdéenz Pejia, the President at the time, was never strongly 
convinced as to the Presidential right to initiate intervention, 
and, furthermore, the Radical uprisings were of such nature 
that the Congress felt itself endangered. Added to this was the 
fact that the uprisings occurred during the session of the Na- 
tional Congress. Uriburu, the Vice-President who succeeded 
Saenz Pefia also made little use of the decree and the Congress 
ordered 5 interventions during his administration. Luis Saenz 
Pefia and Uriburu were elected as compromise candidates and 


during this administration the Congress definitely held the upper 
hand. 


There is no doubt that there was a tendency on the part of 
the Executive to invoke intervention when Congress was not in 
session. Of the 64 interventions ordered by presidential decree, 
51 were ordered when Congress was in recess and the remain- 
ing 13 while Congress was in session. Since 6 of the 13 decrees 
while Congress was in session were later sanctioned by Con- 
gressional acts, only 7 intervention decrees were without con- 
gressional approval. Irigoyen and Alvear again led all the other 
presidents in decrees ordering intervention during congressional 
recess. Irigoyen accounting for 15 and Alvear for 7 intervention 
decrees. The first four presidents, excluding Pedernera, ac- 
counted for the bulk of the remainder—Derqui with 2, Mitre 4, 
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Sarmiento 4, and Avellaneda 3. All the presidents decreed in- 
tervention during the recess of Congress except Pedernera, Roca 
(in his first term), and Quintana, and these three did not resort 
to the decree in any form. It should be noted that intervention 
by decree during Congressional session went out of fashion after 
Avellaneda except for the lone example of Roca in his second 
term—and this was one which the Congress later sanctioned. 
Thus, it was not until the 1880’s that the Congress was respected 
while in session and the expedient of decreeing intervention 


TABLE III 


Interventions by Decree, During the Recess and Session of 
Congress, by Presidents— (Oct. 1860 to Sept. 1930) 


Decrees Decrees 
during during Sanctioned 
President Years recess sessions by statute 
Derqui 1860-61 2 5 
Pedernera* 1861 (Nov.- 0 0 
Dec.) 

Mitre __ 1862-68 4 3 1 
Sarmiento 1868-74 4 2 2 
Avellaneda ; 1874-80 3 1 2 
Roca __- 1880-86 0 0 
Juarez Celman 1886-90 1 0 0 
Pellegrini* ___.1890-92 2 0 
L. Saenz Pefia 1892-95 1 0 
Uriburu* 1895-98 1 0 : 
Roca __._.._ 1898-1904 2 1 1 
Quintana _____1904-06 0 0 
Alcorta* 1906-10 4 0 
R. Saenz Pefia _____ 1910-14 2 0 
V. de la Plaza* _1914-16 1 0 
lrigoyen 1916-22 15 0 
Alvear 1922-28 7 9 
Irigoyen 1928-30 2 0 

15 13 6 


* Vice-Presidents succeeding to the presidency. 
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during recess became fashionable. It is true that intervention 
by decree was not unknown during the early administrations, 
but it was not until after 1880 that this form of intervention 
became generally accepted. The period represented by the early 
presidents was really a formative one when the decree was re- 
sorted to at any time the president felt so inclined. 


Classification of interventions into the reconstructive or exe- 
cutive types is not easily accomplished principally because the 
decrees and statutes often make no specific mention of the con- 
stitutional articles invoked or even the nature of the constitu- 
tional authorization. Thus recourse must be had to the circum- 
stances giving rise to the intervention and these are not always 
sufficiently unequivocal to permit a clear-cut classification. 
Furthermore, reconstructive intervention is the broadest sort 
of intervention and might well be based upon facts which by 
themselves could be considered as leading to executive inter- 
vention. Many Argentine interventions initiated merely for the 
purpose of sustaining or reestablishing authorities were event- 
ually broadened into the reconstructive type on the grounds that 
the republican form of government was threatened. 


Taking the specific references to constitutional authoriza- 
tions and considering the circumstances surrounding interven- 
tions, the reconstructive type appears the most frequently in- 
voked. There were approximately 65 cases of reconstructive 
intervention, 24 executive interventions, and 12 which were au- 
thorized by the justifiable right of the central government to put 
down rebellion and to enforce the national laws. It is well to 
bear in mind that many of these are classified on the basis of 
superficial motivations and do not take into account the machin- 
ations of the central government in manufacturing conditions 
requiring intervention. The great bulk of the reconstructive 
interventions—about 55 out of 65 were concerned with the or- 
ganization of the provincial government after revolutions or 
deadlocks between the executive and judicial branches. In such 
cases the “organization of the powers” fell under the guarantee 
of the republican form of government or the exercise and enjoy- 
ment of provincial institutions. The other reconstructive inter- 
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ventions were concerned with foreign attack and states of an- 
archy resulting from various causes. 


Executive interventions involved deposed authorities which 
requested assistance (although the request was at times merely 
implied). In some cases all the authorities were deposed; in 
others, a single power or pair of powers may have suffered. The 
deposing of the authorities was usually caused by revolutions and 
uprisings of various kinds in the provinces. A few of the exe- 
cutive interventions were invoked as a result of invasions of one 
province by another. 


Decrees and statutes for intervention are likely to omit men- 
tion of the requesting authority just as the omission of consti- 
tutional authorization was often omitted. Of the 101 interven- 
tions, 46 appear to have been requested, another 18 were imposed 
without request, 5 were based on information from a special in- 
vestigator sent into the province by the President, and the re- 
mainder are doubtful (it is likely that many of the doubtful ones 
really involved requests). 


Requests for intervention originated in all branches of the 
provincial government, although some were more active in this 
respect than others. As already stated, at least 46 interventions 
involved positive requests from the provincial authorities. The 
Governor was the most active of the authorities in requesting 
intervention. In 18 cases, a deposed governor requested inter- 
vention in order to restore himself or, if sedition threatened to 
depose him, to sustain himself. In at least 7 others, the governor 
requested intervention along with the legislature; and in at least 
2 cases, the interim or provisional governor made such request; 
the defeated candidate for governor requested intervention in 
at least one case; and the governor was represented in 5 other 
requests which were issued in the name of the “powers” of the 
province. The next most frequent petitioner was the legislature 
acting alone (10 such requests), usually because the governor 
thwarted it in some way. The legislature, in the 7 cases men- 
tioned above, was a partner to requests with the governor and 
in 5 cases it was one of the “powers” requesting intervention. 
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In a few cases, the legislative request was made by the Presi- 
dent of the legislature. In at least one case one of two elected 
legislatures requested intervention. The provincial judiciary 
was not a significant factor in requests for intervention. In 
the 5 cases where the “powers” made the request, it was a party 
to the proceedings. The judiciary did attempt to bring about 
intervention on its own account but without success. In one 
case the electoral college made a successful request. In two 
cases, requests appear to have been made by obscure individuals 
or groups of individuals with no official standing. 


Of the 101 interventions, 41 were the direct result of the in- 
ability of the governor and the legislature to cooperate. A large 
share of these were involved in impeachment proceedings; an- 
other major cause was conflict in the selection of national sen- 
ators. Another 11 interventions were ordered to “organize the 
powers”; these point to the desire to reorganize the provincial 
governments which are generally ineffective or simply inimical 
to the dominant party. In 12 cases rebellion against the central 
government brought intervention. Ranking high in frequency 
also are the 26 cases involving the actual or threatened deposi- 
tion of authorities by revolutionists—11 of these involving the 
governor, 3 the governor and the legislature, 6 involving all the 
powers, 1 involving the deposition of provincial senators, and 5 
involving the threat to one or more powers. Among the less 
frequent causes of intervention were anarchy (3), foreign attack 
(2), and to conduct long overdue gubernatorial elections. 

As has been intimated, the President often had a hand in 
creating conditions that would justify intervention on consti- 
tutional grounds. There is sufficient evidence to show that in 
many instances the provinces could very well have ironed out 
their difficulties without the benefit of intervention. With the 
weight of the central government known to be sympathetic to 
a faction out of power in the province, it was not difficult to 
inspire uprising to effect a change; and, on the other hand, it 
was an easy remedy for the provincial authorities who enjoyed 
the favor of the President to call for intervention for the pur- 


pose of settling conditions without the inconvenience of making 
concessions. 
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The usual method of action in case of intervention was to 
conduct elections and to turn over the government to the victor- 
ious candidates. This meant either the legal reestablishment of 
the same authorities, the legal support for authorities set up 
by sedition or revolution, or the election of new authorities 
altogether. Out of the 101 interventions, 72 resulted in elections 
of the legislature, the electoral college, the governor, and others, 
or some one of them, or in various combinations. In 20 other 
cases there were no elections—the authorities either being sus- 
tained or reestablished or a mere pacification enforced. The 
result in the 9 remaining interventions is not clear, although 
most of these probably involved elections to some degree. 


Complete statistics on the result of the elections are not avail- 
able. In his Historia de las Intervenciones, Sommariva sets 
forth the results of elections in 62 interventions for the period 
from 1860 to 1910. In these interventions, 14 favored the Gov- 
ernor or his group, 4 favored parties of neither side, 6 amounted 
to nothing except local disturbances, and 38 favored the oppos- 
ing faction. On this basis it is probably safe to state that of 
the 72 interventions up to the September Revolution of 1930 
which resulted in elections, well over half, and probably two- 


thirds, favored the candidates of the factions that opposed the 
provincial administration. 
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Time was when our interest in and knowledge of Latin Ameri- 
can economic affairs was so fragmentary that the barest mini- 
mum of information such as might be found in an ordinary 
travelogue was deemed useful, if not always satisfactory. This 
was, perhaps, understandable. For many decades our direct 
economic interest in Latin America seldom extended beyond 
foreign trade and investments, and there was little or no incen- 
tive to examine and to understand the pattern and the operation 
of the economies to the south of the Rio Grande. In Latin 
America, too, economic research, never too vigorous, concen- 
trated on those aspects of national economic development that 
appeared to be most closely linked with the economies of West- 
ern Europe and North America. 


In the last decade and a half, and especially since World 
War II, the situation in the world economic balance of power, 
and in Latin America, has undergone far reaching changes. 
During these years of depression and war, Latin America has 
made sustained progress on the road toward economic emancipa- 
tion. Many Latin American countries are ready and willing to 
accept their proper place in the economic councils of the world 
and to bear their share of responsibility for the reorganization 
of post-war world economy. 


The emergence of Latin America as an active force in the 
economic affairs of the world has called forth the need for closer 
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scrutiny and understanding of its economic pattern and develop- 
ment. In Latin America this need became pronounced already 
during the bleak years of the Great Depression. But in the 
United States it was not until the end of the 1930’s that under 
the pressure of international events research in the field of Latin 
American economics began to gather momentum. 


Our close contact with Latin America during the war vears 
revealed large gaps in our knowledge of the area, but at the 
same time it opened new opportunities for further studies of 
the developmental pattern of the economies of the other American 
Republics. Such opportunities are all the more inviting inas- 
much as the flow of factual information has become more plenti- 
ful and also more sustained. The process of sifting and evaluat- 
ing this evidence has already begun and it is probably safe to 
say that it will continue with increasing vigor and discernment 
in the years to come. 


It is in the light of this tendency that publications dealing 
with economic developments and problems of Latin America 
must be evaluated. The standard is admittedly higher than 
that which prevailed in the economic literature on Latin America 
some ten or fifteen years ago. But it is no more severe than the 
criteria applied customarily to economic analysis in other re- 
search areas. And certainly it is not more exacting than the 
scope and complexity of the problems facing the Western Hemi- 
sphere require. 


II 


By virtue of its sponsorship and because also of its scope the 
review Commercial Pan America occupies a special place in the 
post-war economic writings on Latin America. The journal was 
launched in 1932 by the Pan American Union. It has appeared 
without interruption ever since. Although the publication bears 
the subtitle “A Monthly Review of Commerce and Finance’”’ it 
is neither a review nor a monthly in the accepted meaning of 
the term. Nor does the publication confine itself to commerce 
and finance. Early in its history Commercial Pan America was 
transformed into a series of monographs of varying scope and 
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length, published at monthly, bi-monthly and even longer inter- 
vals. In scope the series has ranged far and wide. At one 
extreme are issues wholly devoted to single aspects of economic 
activities; at the other, are studies covering the whole range 
of economic development in one or more countries over a period 
of one or more years. Although commerce and finance are 
preferred topics of discussion, Commercial Pan America has not 
hesitated to open its pages to other fields of economic activity, 
notably industry, agriculture, transportation and international 
economic relations. 


Because of limitations of space and time the present review 
is confined to the issues of Commercial Pan America that have 
appeared since January 1945. It was felt that the past three 
years were sufficiently eventful to justify this separation. It 
is believed, too, that many of the basic questions raised here 
will apply with equal force to the whole series. 


The issues that have appeared since January 1945 fall into 
two groups. One comprises a series of what might be called 
monographs, each of which is given over to some specific sector 
of the economy of a given country. The other, chronologically 
later group, is a series of economic surveys of the Latin Ameri- 
can countries. Several such surveys have appeared, and pre- 
sumably others will follow in due course, to cover all the Latin 
American Republics. 


The pattern of exposition in the series is fairly uniform. 
The backbone of each issue consists of more or less detailed 
series of numerical data, broken down and arranged by topics 
and sub-topics. A running commentary of varying length ac- 
companies the statistical series. The whole is preceded by a 
broad general statement, the purpose of which is to introduce 
the reader to the subject matter and to summarize the more 
significant conclusions of the study. Similar general statements 
of correspondingly narrower scope are scattered throughout the 
studies under the various subheadings. 


It is not at all easy to define the purpose or the audience 
which the review is designed to serve. If the journal was con- 
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ceived as a means of acquainting the general public with the 
economic patterns and problems of Latin America it certainly 
adopted the least effective method of accomplishing such a pur- 
pose. The studies are anything but readable. The statistical 
series are too numerous, and in many respects too detailed and 
also too fragmentary to hold the attention of the layman. Un- 
fortunately, the text is not designed to guide the uninitiated 
through the maze of numerical data, since at best it is little more 
than a restatement of parts of the statistical material. 


To the economist the publication is even less serviceable. 
He will find it necessary to disregard the analytical portions of 
the studies. He will find also that the statistical apparatus can- 
not be readily used, since its source and nature are seldom iden- 
tified, and the data cannot be verified except at a considerable 
expense of time and effort. Moreover, the general tenor of 
the monographs is such as to cast doubt upon the manner in 
which the statistical material was selected or compiled. 


The tone of the series is one of persistent optimism, that 
frequently breaks out into a rash of uninhibited and sometimes 
irrelevant enthusiasm. It is especially noticeable in the intro- 
ductory chapters, where the compiler, unfettered by the sobering 
proximity of statistical series and free to cite those data that 
strike his fancy, gives full freedom to his ebullient imagination. 
Here superlatives reign supreme, and they are invariably of the 
hopeful variety. When resources of a country are described 
they are almost always referred to as vast, enormous or tre- 
mendous. Achievements in the field of economic activity, if 
they are at all qualified, are as a rule significant or magnificent. 
Economic potentialities and plans for the future are, of course, 
enormous, vast, and on occasion fantastic. The whole is a 
paean of praise of the triumphant economic progress of what- 
ever area happens to be under discussion. It is as if the inten- 
tion of the review is to drug the reader into believing that Latin 
America faces no economic problems, has no difficulties to over- 
come, except those that may arise in the course of a vigorous 
and healthy growth. But even these problems are seldom 
brought to light. 
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Only too frequently the introductory chapters are little more 
than convenient excuses to practice the art of oratory, and not 
very good oratory at that. Lack of space does not permit copi- 
ous quotations, but a few samples will not be out of place. In 
the discussion of Peru’s endeavors in the field of industrializa- 
tion repeated and rather irrelevant references are made to the 
numerous progenitors of the Spanish race, the past glories of 
pre-conquest Indians, and to the amalgamation (consummated 
or still in process, the author is uncertain about this) of the 
two races. In the study on Mexican petroleum we are senten- 
tiously instructed that “from an humble servant petroleum grew 
to be a master .. . sometimes a merciless one and at others a 
benevolent dictator of the affairs of man.” Magnanimously 
the author concedes that it would be difficult to foretell “whether 
it [petroleum] rules, or will be ruled for the general welfare of 
mankind.” In a chapter on Colombia’s coffee industry, to cite 
another example, the discussion, which consists largely of a 
reproduction of a plea for higher prices by the Chairman of the 
Pan American Coffee Bureau, winds up with an enthusiastic ac- 
count of the importance of “‘cafelite.”” This product is described 
as a “magnificent scientific discovery” whose contribution to 
general human welfare will be “tremendous.” The chapter 
closes with the statement that “in essence Brazil is showing 
palpably [it could not, of course, be otherwise] that by support- 
ing constructive scientific discoveries many of the world’s eco- 
nomic illnesses can be cured . . . sparing humanity, therefore, 
from the devastating effects of periodical economic epidemics.” 
All that can and need be said with respect to this “tremendous” 
contribution to the welfare of mankind is that according to the 
best available information production of the plastic “cafelite,”’ 
still in an experimental stage, has encountered engineering 
difficulties, and that the pilot plant constructed by the Brazilian 
government is being offered for sale. 


One could bear with such excesses of grandiloquence if they 
were counterbalanced with some measure of economic substance. 
However, such substance is sadly lacking. Analysis when it is 
attempted is as a rule of the most unsophisticated variety, and 
only too frequently it deteriorates into rather meaningless gen- 


ore 
not 
ypi- 
In 
za- 
the 
of 
ted 
the 
en- 
Pew 
sa 
isly 
her 
2 of 
cite 
fa 
the 
ac- 
ibed 
1 to 
pter 
ving 
yort- 
eco- 
‘ore, 


) the 
ite,” 
ring 
ilian 


they 
ance. 
it is 

and 
gen- 


“COMMERCIAL PAN AMERICA”’ 79 


eralizations and platitudes. To the author of the study on Mexi- 
can petroleum “smoke pouring from an increasing number of 
chimneys” is “indicative of industrial growth,” apparently on 
the theory that where there is smoke there must be industrial 
fire. In the review of the economy of Argentina, to take an- 
other example, the reader is told that the increase in 1945 as 
compared with imports in the years immediately preceding is 
significant. Why such an increase should be significant is a 
secret which the author does not care to reveal. One would 
think that in view of the abnormally low levels of Argentine 
imports during the war years hardly any significance should 
be read into the fact that imports increased in 1945, when export 
controls in the supplying areas were being relaxed. This kind of 
loose thinking about economic processes occurs quite frequently 
in the series under review. The study on Brazilian industry 
is especially instructive in this respect. In that study we are 
informed on page 3 that “the current World War has undeniably 
provided additional stimulation to Brazilian industry.” On 
page 7, however, in a fit of despondency that is rather startling 
in this series the author states that “the current war has sub- 
stantially checked the growth of Brazilian industry as a whole.” 
Two lines later the author changes his mind once again. This 
time, it seems, nothing more drastic happened than that “the 
continued expansion of Brazilian industry has been slowed,” 
partly because of inadequate supplies, and partly because the 
economy of Brazil “has been geared for production on a war- 
time basis.” “This,” the author concludes somewhat unex- 
pectedly, “augurs well for the future of industry in Brazil, 
for it presages a vigorous, well-rounded development, a diversi- 
fication of production, and a combination of the efforts of several 
enterprising factors in the peacetime years soon to begin.” We 
are not told why or how the fact that Brazilian economy “has 
been geared for production on a wartime basis” “‘presages a vig- 
orous, well-rounded development.”’ Instead, we are solemnly and 
somewhat gratuitously assured that “general and specific [what- 
ever that may mean], private and public, domestic and foreign 
enterprise and capital are not destructively competitive, but 
rather complementary in driving Brazil towards her goal of ex- 
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panded and diversified industrialization.” It is not without 
interest to note that the two-paragraph section from which all 
but the first quotations relating to Brazil were taken bears the 
grandiose title ““Normal Progress Superior to Wartime Stimu- 
lus.” Du sublime au ridicule il n’y a qu’un pas. 


The study of Chile’s international trade illustrates another 
characteristic of the series that calls for comment. The title 
announces that the study covers the period 1940-1944. How- 
ever, only five of the fifteen statistical tables contain data for 
1944, and then only for the first six months of the year. None 
of the graphs refer to 1944. The discussion is confined solely 
to changes in the value of Chile’s trade. Accordingly a great 
deal is made of the increase in the value of Chile’s foreign trade, 
but the fact that the volume of that trade in the years 1940-1943 
actually declined is passed over in profound silence. In the in- 
troductory chapter the author asserts that in order to “gain a 
clear conception of the importance of copper in the general eco- 
nomic structure of Chile” it is sufficient ‘to indicate that this 
nation furnished 78.4 per cent of the total Latin American pro- 
duction of copper; 36 per cent of the total Western Hemisphere 
production and 17 per cent of World total.” This reviewer sub- 
mits that no conception, clear or otherwise, of the role of copper 
in the economy of Chile can be gained from these percentages. 


The more recent issues of the review, it should be noted, have 
been less colorful. They are cast in more sober terms and poetic 
license is not permitted to tax the credulity and patience of the 
reader. Moreover, in some of the studies, at least, an effort 
has been made to render the statistical material more useful 
by proper indication of the sources from which the data were 
secured. These are important and welcome improvements, 
which it is hoped will become standard practice. 


Nevertheless, the broader and more important questions of 
analysis and interpretation of assembled statistical material as 
well as of general orientation of the review remain unanswered. 
When analysis reduces itself to mere repetition of statistical data 
it is not improper to ask whether it is worth the effort. For 
it must remembered that both the statistical material and its 
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presentation are of the most elementary kind, and that the 
studies seldom if ever attempt to relate such numerical data 
as they do present to the living economic reality of the area. 
It is for this reason that in the opinion of this reviewer the dis- — 
cussion in most of these studies is largely superfluous and even 
artificial. It is superfluous because as a rule it adds nothing 
to what the statistical tables succinctly state; it is artificial be- 
cause it fails to take account of important sectors of economic 
reality that for one reason or another had the misfortune of 
being left out of the statistical canvass. The analytical or inter- 
pretive portions of the monographs do not advance our under- 
standing of the economic problems which confront the Latin 
American countries, or their failures and successes. Nor do 
they advance our knowledge of the various factors which mould 
the pattern of economic institutions and development of the 
Latin American countries, and which make them what they 
are. Yet it is precisely in these areas of knowledge that our 
fund of information is slimmest and the need for competent 
analysis most urgent. 


III 


Not the least remarkable thing about Commercial Pan 
America of the past three years is the consistency with which 
it ignores the most vital issues of the day confronting Latin 
America. Not even the establishment of the Inter-American 
Economic and Social Council has been sufficient to induce the 
review to broaden its horizons and to venture beyond the nar- 
row confines of habit and tradition. Other things being equal 
this steadfast adherence to long established norms would have 
been understandable, if not always praiseworthy. But other 
things are not equal, and the norms themselves have long since 
outlived their usefulness. 


Latin America has come a long way both economically and 
politically since the dismal days of the Great Depression when 
Commercial Pan America first saw the light of day. The inter- 
American system has gained in economic importance to a degree 
that could not be foreseen a decade and a half ago. Indeed, the 
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Pan American Union itself is now in process of far reaching 
reorganization and has already assumed grave responsibilities 
in the field of economic and social development. In Latin 
America, too, new problems of economic development and read- 
justment are constantly arising that require new solutions with 
new instrumentalities. All these changes would suggest that 
the time is ripe for a re-examination of the objectives of the 
review and for a re-formulation of the methods by which these 
objectives may most effectively be attained. 


It is not the purpose of this article to formulate an outline 
of reorganization of the journal. This is primarily the respon- 
sibility of the agency which sponsors the publication. It is not, 
however, out of place to state that a reappraisal of the journal, 
if it is undertaken, should be made not only in terms of the 
human and material resources currently at the disposal of the 
sponsoring agency, but also with reference to the needs and 
capacities of the countries it is designed to serve. This reviewer 
is convinced that in the field of economic research the require- 
ments of Latin America are far superior to what Commercial 
Pan America has been able to offer. 
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SUMNER WELLES’ OPINIONS OF PERON 


By JOHN HICKEY* 


Late in 1947, Americans for Democratic Action, an organiza- 
tion of progressives, issued an outline of “A Liberal Foreign 
Policy for the United States.” A short section was devoted to 
Argentina. It warned “against shifting from a scowl to an 
embrace” in our policy towards the Perén regime, and it went 
on to say that “we suspect that Perén will prove as treacherous 
in the clinches as he proved in the arena.” ! 


The report was commended by Mr. Sumner Welles to “those 
who search seriously for the facts” as a responsible and satis- 
factory attempt to design an American foreign policy which will 
insure peace in the world. Immediately after publication, the 
Argentine Ambassador in Washington protested the “malignant 
slander” on Perén and stated that he was amazed that a man 
of Welles’ standing “should appear as sponsor of an associa- 
tion which has done such great damage to the policy of inter- 
American cooperation...” Mr. Welles replied that while he 
had approved the general character of the report, he had ob- 
jected specifically and strongly to the passage on Perén. The 
Argentine Ambassador was then criticized by a leading Wash- 
ington newspaper for having thought Mr. Welles capable of 
endorsing such a statement about Perén. The Post editorialized 
sharply that “to our knowledge ... Mr. Welles has never criti- 


* These notes are taken from a full-scale study of “Sumner Welles and 
the Inter-American System” which is being prepared for publication late 
in 1948, 


1 Toward Total Peace: A Liberal Foreign Policy for the United States 
(Washington, 1947), p. 23. 
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cized him . . . Whatever he may think about Per6én personally, 


” 


he hides any harsh opinion he may have of him...” * 


A study of the writings of Mr. Welles, however, indicates 
that the confusion regarding Mr. Welles’ position on Perén is 
quite excusable. In the flood of criticism of the State Depart- 
ment’s handling of our inter-American policy which has char- 
acterized Mr. Welles’ writings since he ceased to be a policy 
officer of the Department, inconsistency with regard to the major 
issue regarding Perén has crept in as the attack on the Depart- 
ment became more bitter. The notes below may be of some 
assistance in clarifying Mr. Welles’ position—or lack of a 
position. 


On December 29, 1943, Colonel Perén was a fanatical Fascist.* 
In Mr. Welles’ words, Perén was “young, forceful, a fanatical 
Fascist, and bent upon becoming a dictator.” * Mr. Welles felt 
strongly that “the victory for which we fight would be an empty 
victory if fascism were to be permitted (italics mine) to survive 
in any part of the globe.” * 


When Braden arrived on the scene, Welles’ judgment was 
that Perén was openly directing the Argentine government; that 
the press was being intimidated and censored; that opposition 
parties were deprived of all constitutional guaranties. When 
La Prensa had been suspended for five days in 1944 he had been 
quick to label it “an act of tyranny particularly pernicious at 
this moment in the history of the New World.”* He was later 
to editorialize that “the suppression of freedom of the press in 
an American republic is sure proof that the government has lost 
popular support, or is establishing totalitarianism. Such action 


* Washington Post, December 30, 1947. 

3 The dates used in quotations are those on which Mr. Welles’ column 
appeared in the Washington Post. Unless otherwise noted, the quotations 
are from the column. 

4 December 29, 1943. 

5 January 10, 1945. 

6 Sumner Welles, Where are we heading? (Harper & Brothers, New 
York, 1946), p. 216. 

7 May 10, 1944. 
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affects all of the Americas. It not only prevents the people of 
that country from expressing themselves. It also prevents 
public opinion in the rest of the Americas from learning of the 
official abuses and from thereafter making its salutary influence 
felt.”* And he thought that the “ideology and the practices 
of the Peréns and their followers undoubtedly represent a major 
danger to the well-being of the New World.” ” 


But he learned little from the documented record of the 
period. Thus, when Perén was elected, Mr. Welles quickly out- 
lined the alternative courses which Perén might adopt: (a) 
“try to become a dictator in disregard of his constitutional li- 
mitations ... adopt the Nazi formulas for state control of or- 
ganized labor, of education, and of the press and radio;” or (b) 
“restore to the Argentine people the fullest extent of constitu- 
tional and democratic liberty.” And for Mr. Welles prediction 
was easy: “Those of us who have faith in the destiny of the 
Argentine people . . . and who recognize the statesmanship 
which their leaders have so often shown in the past will look 
to him to choose the latter unless he convinces us to the con- 
trary.” '® Here indeed was a difficult man to convince! 

By the time that Mr. Welles’ book Where are we heading? 
was published, Mr. Welles was asking “What manner of man 
is Perén?” And he was answering: “To the American people 
he has been depicted almost exclusively as a dyed-in-the-wool 
Fascist ... as a ruthless antagonist of democracy ...” One 
need not be an admirer of Colonel Perén,” intoned Mr. Welles, 
“to question the accuracy of this portrait.” '' When Ambassador 
Messersmith was under fire for his activity in Buenos Aires, 
Mr. Welles rushing to his defense carefully bracketed in quota- 
tion marks the charges of “appeasement” of a “Fascist dic- 
tatorship.” !° 

By the closing months of 1947 the documented story of the 
degradation of the educational system of Argentina, the suc- 


8 July 13, 1946. 
® February 27, 1946. 
10 May 15, 1946. 

11 Pp, 234, 

12 February 12, 1947. 
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cessful attack on a press that had been one of the great achieve- 
ments of Argentina, the flouting of the United Nations, the 
domination of radio, the elimination of the free labor move- 
ment, was well known to observers of the Argentine scene. 
There was now no doubt that Perén had chosen from the alter- 
natives in disregard of Mr. Welles’ prediction. 






Mr. Welles had once praised the “‘continued ventilation by the 
American press’ of such evils as being “in the highest degree 
necessary.” '* He had been confident that “no nation in the 
New World can for long successfully withstand the concerted 
force of public opinion in all the other republics.” ' 









But he now promptly disassociated himself from a statement 
which attempted to warn against Peronism as an evil in an 
effort to assure an informed public opinion. Small wonder 
that the Argentine Ambassador was confused! The three words 
“We stand confused” with which Mr. Welles had opened one 
of his books seemed to have wider application. 














13 September 5, 1945. 
14 February 2, 1944. 







FINANCING INDUSTRIAL DEVELOPMENT IN MEXICO 
REJOINDER 






By SANFORD A. MOSK 










In the September 1947 number of Inter-American Economic 
Affairs Dr. Virgil Salera published an article on “Financing 
Industrial Development in Mexico,” consisting of a critique of 
my article on the same subject in the preceding issue of the 
journal. Dr. Salera raises a number of issues, including some 
which have methodological importance for all of us who deal with 
Latin American economic problems, and consequently I believe 
that it will be useful for me to comment on his observations and 
approach. I might say at the outset that I do not find all of Dr. 
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Salera’s arguments to be relevant to what I said in my article, 
but I respect the intensity of his convictions on broad questions 
of international economic policy; it is this intensity, I dare say, 
which makes him sensitive to implications which do not neces- 
sarily follow from what I wrote. 


One of the differences between Dr. Salera’s interpretation 
of the Mexican situation and mine relates to hoarding (of 
precious metals and jewels). I believe that it has been a factor 
of appreciable importance. Dr. Salera believes that it has been 
a negligible factor. To support his position that hoarding has 
been “probably small... as a share of income among the 
wealthy,” Dr. Salera points out that interest rates are high in 
Mexico; this he fortifies by observing, as is well known, that 
interest rates are higher there than in the United States. Aside 
from this irrelevant comparison with the United States, how 
much influence do interest rates have upon such hoarding? The 
decision to hoard is based upon considerations of security. Se- 
curity is held to be more important than possible earnings. 
Hoarding occurs in spite of earnings which could be obtained in 
other ways. 


In summing up his main discussion of the hoarding question, 
Dr. Salera states: ‘“‘The pattern of evidence does not indicate, 
therefore, that hoarding is large’ (p. 98). This statement sug- 
gests an interesting methodological peculiarity. The “pattern 
of evidence” which Dr. Salera offers consists, in the first place, 
of the fact that interest rates are high in Mexico. But to relate 
this fact to the hoarding question Dr. Salera must believe that 
persons who save in Mexico will act “rationally” and respond to 
such prospective returns, forgoing the security of hoarding for 
anything but a negligible amount of their savings. How does 
Dr. Salera know this? I suspect that he assumes it to be the 
case, on the basis of conventional economic analysis. Such an 
assumption may have its place in economic theory, but it is not 
relevant to all social situations. By using this assumption in 
his “pattern of evidence” for his statement that hoarding is 
small in Mexico, Dr Salera gets his answer from his assumption. 
This is indeed a curious methodological practice. 
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It is granted that there are no satisfactory data in Mexico 
on which to base a quantitative estimate of hoarding in relation 
to, say, national income. My belief that it has been an import- 
ant factor derives partly from working ideas about economic 
behavior in underdeveloped countries (which, however, I would 
not dignify with the term “pattern of evidence”), and partly 
from an understanding of Mexican history and institutions. 


The Mexican Revolution which started in 1911 brought ten 
years of violence and civil war to the country. This must have 
had some effect in making the Mexican people security-conscious. 
Then, too, one must take account of the various social and eco- 
nomic experiments that have come out of the Revolution over 
the whole period since 1911—such as agrarian reform, strong 
labor laws, social legislation, and the expropriation of foreign oil 
companies. In addition to being far-reaching in their effects, 
some of these measures have been applied in a kaleidoscopic 
manner. They have generated an atmosphere of uncertainty. 
In pointing this out, it is not my intention to condemn these pro- 
grams and policies, but I believe that they must have affected 
the economic psychology of the Mexican people—more specific- 
ally, of those persons whose incomes allow for savings. I am 
sure that Dr. Salera is familiar with recent social, political, 
and economic history of Mexico. Apparently, therefore, he be- 
lieves that the Revolution has had no perceptible influence on 
economic attitudes and behavior in Mexico. I believe that the 
influence has been profound, and that it shows up in hoarding 
as well as in many other ways. 


My stress on hoarding here relates, of course, to Dr. Salera’s 
contention that it has been an unimportant factor. For a round- 
ed perspective on this question I need only refer the reader to 
my original article. Especially I would call attention to mj 
stress on alternative uses for savings in connection with urban 
lands and construction. I cannot understand why Dr. Salera 
has ignored my discussion of the favorable attitude of Mexican 
investors toward urban real estate development and mortgages. 
(It occupies about five pages of my article.) I say that he ig- 
nores it, because he poses only three alternatives when he indi- 
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cates the possible uses for savings: hoarding, short-term finance, 
long-term investment in industry. Since “long-term lending to 
industrial enterprises is small,” Dr. Salera says that we must 
come to the conclusion that ‘the volume of savings is not much 
larger than is necessary to meet the needs of short-term finance, 
or that the volume of hoarding is very great, or some combination 
of the two” (p. 98). By implication, I must argue that the vol- 
ume of hoarding is “‘very great.” But the fact is that I em- 
phasized the use of another outlet for savings, urban real estate 
and development and therefore I am not compelled to put such 
great emphasis on hoarding as Dr. Salera would have it. 


There is still another alternative outlet for savings, which 
I did not discuss in my original article, but which I should like 
to bring out now—viz., export of capital. Inasmuch as Dr. 
Salera does not mention this factor I suppose that he would give 
it little weight, but I think that it has been important in Mexico. 
Appeal to statistics is impossible. But here again I would ap- 
peal to a working knowledge of socio-economic behavior in un- 
derdeveloped countries and of Mexican history since 1911. I 


do not doubt that persons with means in Mexico, including some 
politicians and ex-politicians, have made it a practice to hold 
substantial bank balances abroad and to make long-term invest- 
ments abroad (especially in the United States) for security rea- 
sons. They earn less abroad than they might earn at home, 
but, as in the case of hoarding, it is security and not rate of 
return that is the paramount consideration. 


With respect to the behavior of financial institutions in Mex- 
ico, Dr. Salera raises a number of questions about what I pre- 
sumably said, and reaches certain conclusions (tentatively, but 
firmly). Broadly speaking, Dr. Salera believes that the financial 
institutions did as much as they possibly could to promote indus- 
trial development, in terms of precise calculations regarding 
risks, costs, and comparative advantage, as well as of bank earn- 
ings and of “the needs of short-term finance.” On the other 
hand, according to Dr. Salera, I appear to have reached the con- 
clusion that “the banks are foregoing earning opportunities in 
order to prevent or delay industrial development.” I wish that 
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Dr. Salera had shown just where I reached that conclusion— 
or even implied it. I certainly do not hold such an opinion. I 
am afraid that Dr. Salera got a wrong impression of what I was 
trying to do in my article. My objective was to bring out the 
problems of mobilizing domestic capital for industry in a newly- 
industrializing country, not to make an attack on Mexican 
bankers. 


Dr. Salera makes a great point over the bankers’ attitude 
toward industry being based on their estimates of “risk.” But 
what does the use of this term add to my discussion? On pages 
14-15 of my original article the reader will find a discussion of 
reasons why industrial investment in Mexico is considered 
“risky.” 


As for “comparative advantage,” Dr. Salera himself recog- 
nizes that the favored industrial clients of the banks are also 
beneficiaries of tariff protection. In spite of this, he contends 
that “the presumption is that many of the ‘older manufacturing 
industries’ enjoy a position of comparative advantage, or at 
least one in which freight charges more than offset any compar- 


ative advantage enjoyed by comparable foreign industries.” No 
such presumption exists, in the absence of other evidence—and 
Dr. Salera brings out no other evidence. It would be equally 
plausible to contend that the presumption is that ease of ac- 
commodation at the banks is correlated with tariff protection. 


I must admit that in one particular I was critical of the Mex- 
ican banks and financieras—viz., because of the short-term loans 
they made for speculative purposes, such as commodity with- 
holding. What I said on this question was supported by Mexican 
authorities, including Eduardo Villasefior, who directed the 
Bank of Mexico during the war years (p. 18). I believe that 
such transactions were numerous and that they had a significant 
inflationary influence. In the absence of statistics, Dr. Salera 
may well hold a different opinion. Presumably he does, since 
he refers a few times to “the needs of short-term finance” (p. 98) 
without suggesting that some of the “needs” may have been spec- 
ulative. Also (p. 101), he implies that lending for speculative 
purposes has been unimportant by saying: 
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Apart, again, from lending which makes possible 
additional commodity hoarding, or inventory stocking to 
take advantage of expected further increases in prices 
..., the supply of goods is likely to be greater per peso 
of loan if short-term rather than strictly long-term 
lending is involved. 


The sentence just quoted is interesting in another connec- 
tion, also. It occurs in relation to Dr. Salera’s point that it 
was more wholesome (less inflationary) for the financieras to 
engage in short-term rather than long-term lending, even though 
this practice violated the spirit if not the letter of the law under 
which they were set up. My point was that much of this short- 
term lending went into speculative transactions that could not 
have taken place without it. Thus, when Dr. Salera says “Apart, 
again, from lending which makes possible additional commodity 
hoarding ...,” he is throwing the baby out with the bath water. 
Having done so, he points out that there was no baby, after ail. 


In relation to the same question of the financieras entering 
the short-term lending field, Dr. Salera says, “Surely they have 
done so because the yield, risk considered, is greater than that 
obtainable from strictly long-term investments.” Far from de- 
nying this, as Dr. Salera implies, I stated it (see page 18 of my 
original article). 


I might cite another instance in which Dr. Salera draws an 
incorrect impression from what I said: “. . . Mosk is critical of 
the policy of the Bank of Mexico in buying the general bonds of 
financieras on the ground that such a policy had dual inflationary 
effects” (Salera, p. 101). I discussed the practice and its in- 
flationary effects, but I did not criticize the Bank of Mexico for 
the policy. Insofar as I expressed a judgment about the role 
of the Bank of Mexico in the industrialization of Mexico, it is 
found in the next-to-last paragraph on page 43 of my article, 
which I need not repeat here. My criticism of the failure to 
curb speculative lending is aimed at the Mexican Government, 
not the Bank of Mexico (p. 47). 


In still another place (p. 102), Dr. Salera implies that I took 
a “strictly inflationary angle” (my italics) on Mexican indus- 
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trialization, whereas what I actually concerned myself with was 
the issue of more inflationary versus less inflationary ways of 
financing industrial development. 


In a footnote (pp. 101-102), Dr. Salera disagrees with m) 
contention that the banks themselves could make Mexican Gov- 
ernment bonds liquid by becoming substantial purchasers of 
such bonds. Following are Dr. Salera’s own words: “The pres- 
ent writer does not find this view convincing. Liquidity of in- 
vestments as far as the banks are concerned does not turn upon 
ready saleability alone, but upon ready saleability without ma- 
terial sacrifice in value.’”’ For further particulars about this 
distinction, Dr. Salera refers to “any modern textbook in money 
and banking.” This distinction may be useful for textbook pur- 
poses, but I was not operating on a textbook level. Any com- 
mon-sense viewpoint of liquidity means “ready saleability with- 
out material sacrifice in value,’ and that was the sense in which 
I referred to liquidity. 


Dr. Salera implies (p. 100) that I believe that there should 
have been “freer lending to developing industries” in Mexico. 
At best this is an unfortunate way of expressing my position. 
My position is that if the opportunities for individuals and banks 
to put funds into urban building and real estate operations and 
into commodity speculation had been curbed, more private capi- 
tal would have gone into industrial investment—and public in- 
vestment (through Nacional Financiera and the Bank of Mexico) 
would have been less than it actually was. 


In connection with this point about freer lending, Dr. Salera 
reveals another curious methodological bent. I quote the fol- 
lowing from his article (p. 100): 


To anyone acquainted with the strength of the 
argument for protection in Latin America generally, 
there is a danger side to the belief that industrial de- 
velopment is unduly delayed because of the alleged 
“failure of domestic savings to move into industrial 
development.” An injudicious extension of credit 
could easily lead to excessive tariff and other types of 
protection for the industries in question. 
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Why Dr. Salera considers the movement of domestic savings 
into industrial development to be an “injudicious extension of 
credit” is not made clear. But let us pass that by. The meth- 
odological question at stake is found in Dr. Salera’s dark hint 
that it is dangerous to say anything about the economy of a 
Latin American country that might give added strength to pro- 
tectionist sentiment there. This strikes me as an odd standard 
for scientific effort in economics. In effect, Dr. Salera tells us 
that whenever one makes an analysis that might possibly be 
used for alien purposes by others he should take that analysis 
into protective custody and never let it see the light of day. Ap- 
parently, in dealing with Latin American economic problems 
we are supposed to turn out propaganda, not scientific studies. 
I cannot accept this standard which Dr. Salera urges upon us, 
and I am sure that many others will agree with me in rejecting 
it—although most of us, like Dr. Salera, are opposed to ‘‘ex- 
cessive tariff and other types of protection” and are in favor 
of “balanced growth.” 


FINANCING INDUSTRIAL DEVELOPMENT IN MEXICO 
REPLY 


By VIRGIL SALERA 


My critique of Professor Mosk’s original paper was con- 
cerned with only a few of the many issues raised in it. I did 
not, for instance, question the factual material in the paper; in 
fact I commend it to the reader. The factual material apart, 
what has Professor Mosk’s “Rejoinder’” contributed with re- 
spect to the resolution of the issues which I raised? I will con- 
sider each of his points briefly. 


We differ with respect to the importance of Mexican hoard- 
ing. I deal with this in connection with the very important 
matter of the volume of Mexican savings. Mosk contends that 
Mexican saving is “substantial”. I doubt this, for the reasons 
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which I mentioned. One of these reasons is that I believe the 
amount of hoarding to be smaller than Mosk alleges. High in- 
terest rates on demand deposits, I submit, have an important 
bearing on the hoarding question. Mosk differs, saying that 
hoarding is based on “considerations of security’. Security 
is a relative thing; demand deposits are relatively secure, and 
the depositor is well rewarded too. By keeping wealth in that 
form, the individual does not “forego the security of hoarding”. 
I do not, therefore, assume hoarding to be small in the first 
place, and then wind up after analysis with the conclusion that 
hoarding is small. Rather, I discuss the factors affecting hoard- 
ing. I fail to see how such a procedure can be labeled a “curious 
methodological practice.” The main point which I was trying 
to make, incidentally, was that in the absence of satisfactory 
statistical evidence we are forced to rely heavily upon theory. 


Professor Mosk charges that I ignore, in connection with the 
hoarding problem, his discussion of residential and building con- 
struction as outlets for savings. But again he fails to see that 
I discuss hoarding only as it relates to savings. I point out 
that hoarding is great, ov investment at short- and long-term is 
very large and interest rates are low. To be sure, I speak of 
long-term investment in industry; but add, if you wish, long- 
term investment in urban construction. We are still left with a 
situation, not to be dismissed until convincing evidence is at 
hand, which cannot be characterized as involving both large in- 
vestment and low interest rates. The probability that hoarding 
is relatively small thus remains. How much this conclusion is 
affected by export of capital, a factor now added by Professor 
Mosk, it is impossible to say. Mosk feels that capital export is 
important. I am willing to modify my stand on the basis of 
the evidence. 


I regret that Professor Mosk has interpreted some of my re- 
marks to mean that I charged him with attack on Mexican 
bankers. I did not conclude that “the banks are foregoing earn- 
ing opportunities in order to prevent or delay industrial devel- 
opment,” as Professor Mosk states. What I stated was that it 
is difficult to believe that the banks would forego such oppor- 
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tunities just to avoid lending to small borrowers. The differ- 
ence is important. Nor did I state that the banks “did as much 
as they possibly could to promote industrial development.” I 
merely stated that more consideration must be given to the 
facts of risks, costs, and comparative advantage before we can 
arrive at conclusions. In fact, it may be repeated that the tenor 
of my critique was along these lines. 


I stated, and I repeat, that there is a presumption that the 
older manufacturing industries enjoy a position of comparative 
advantage, transport considered. It is true that some of these 
industries enjoy tariff protection; those that do not and continue 
to flourish are more than holding their own with respect to 
foreign competition. I know of few cases in economics where 
we have a better basis for making a presumption of the sort 
that I made. 


Comments must of course be read in terms of the context in 
which they occur. Professor Mosk states that I believe that it 
is more “wholesome” (more anti-inflationary) for the financieras 
to engage in short-term than in long-term financing. I said 
that such is probably the case “in wartime,’’ when the produc- 
tion period is unduly prolonged owing to shortages of key com- 
ponents. The qualification is important. Mosk would stress 
lending which makes possible greater commodity hoarding; I 
ask him to consider the inflationary aspects of long-term financ- 
ing from the production-period angle. Historians will probably 
tell us which of the two was the more damaging. 


I would like to comment also on Mosk’s views regarding the 
liquidity of bank investments. He dismisses my remarks (foot- 
note, p. 101) on the grounds that he “was not operating on the 
textbook level.” But “ready saleability without material sac- 
rifice in value” is not the same when two issues of one debtor 
differ greatly with respect to their maturity dates. It was this 
point which I tried to make by referring Professor Mosk to any 
modern textbook on money and banking. From a liquidity point 
of view, a U. S. Government security which matures in 1970 
is not the same as another of its securities which matures in 
1950. Mosk still fails to see this point. It is, of course, the 
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point involved with respect to the issue of what constitutes a 
bank’s “‘secondary reserve.” 


One final point. It is alleged that I leave a “dark hint that 
it is dangerous to say anything about the economy of a Latin 
American country that might give added strength to protection- 
ist sentiment there.” The word “dangerous” is obviously too 
strong. It seems to me that writers in our field have to guard 
against common misinterpretations; one of these concerns the 
matter of protection and the misuse and misdirection of re- 
sources. In my view, Mosk—no doubt unintentionally—aids and 
abets the protectionist simply because he does not issue a general 
warning on this score. But one is pleased to learn that he is 
opposed to excesses in the field of protection and would like to 
see development on the basis of balanced growth. 


ECONOMICS IN LATIN AMERICAN AREA 
STUDY PROGRAMS 


The Conference organized by the Committee on World Area 
Research of the Social Science Research Council met at Columbia 
University on November 28-30. The program of the Confer- 
ence called for a number of general meetings at which teaching 
and research problems of interest to all areas were to be dis- 
cussed. Specific area problems were to be considered by area 
panels. 


Eighteen scholars were invited to participate in the Latin 
American panel, as follows:: Professor William Rex Crawford, 
Chairman (University of Pennsylvania); Professor Ralph L. 
Beals (University of California, Los Angeles) ; Professor Wen- 
dell C. Bennett (Yale University) ; Professor William Berrien 
(Harvard University) ; Professor John P. Gillin (University of 
North Carolina) ; Professor Charles A. Hackett (University of 
Texas) ; Dr. Lewis Hanke (Library of Congress); Professor 
M. J. Herskovits (Northwestern University) ; Professor Pres- 
ton E. James (Syracuse University) ; Professor H. Kenniston 
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(University of Michigan) ; Professor I. A. Leonard (University 
of Michigan) ; Professor L. B. Simpson (University of Califor- 
nia, Berkeley) ; Professor T. Lynn Smith (Vanderbilt Univer- 
sity) ; Professor J. H. Steward (Columbia University) ; Pro- 
fessor William D. Strong (Columbia University) ; Professor 
Frank Tannenbaum (Columbia University) ; Professor Charles 
Wagley (Columbia University) ; Dr. Bryce Wood (Rockefeller 
Foundation). 


The tentative agenda of the Latin American panel included 
the following topics: I. The distinctive situation of Latin 
American studies and its import; II. (1) Research in this area; 
accomplishments and lacunae; (2) Suggestions for steps to be 
taken either independently or in cooperation with Latin Ameri- 
can scholars, institutions or governments; (3) Recruitment of 
personnel and training; (4) Library facilities; (5) Field studies; 
(6) Inter-disciplinary cooperation in research; (7) The problem 
of funds. III. Area study teaching programs on the graduate 
and undergraduate levels: (1) Existing materials; (2) Exist- 
ing personnel; (3) Methods in use and their evaluation; (4) The 


place of language; (5) Fellowships for research here and 
abroad; (6) Possible opportunities under the Fulbright Bill. 


Consideration of the agenda must of necessity await the 
publication of both the definitive program and the proceedings 
of the Conference. However, the composition of the Latin 
American panel invites a comment or two in view of the objec- 
tives and sponsorship of the meeting. 


The Conference was called to consider research and teach- 
ing problems in relation to area studies. One would assume, 
therefore, that a special effort would be made to have all the 
important disciplines in the field of the social sciences repre- 
sented at the meeting. Yet, one would look in vain for eco- 
nomists on the list of participants. This failure to give any 
recognition whatever to research in the field of Latin American 
economics is most unfortunate. It is unfortunate in that it 
might create the impression that in the view of the sponsors 
of the Conference the Latin American area can be studied in 
a sort of an economic vacuum. No such views are, of course, 
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taken either independently or in cooperation with Latin Ameri- 
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personnel and training; (4) Library facilities; (5) Field studies; 
(6) Inter-disciplinary cooperation in research; (7) The problem 
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and undergraduate levels: (1) Existing materials; (2) Exist- 
ing personnel; (3) Methods in use and their evaluation; (4) The 


place of language; (5) Fellowships for research here and 
abroad; (6) Possible opportunities under the Fulbright Bill. 


Consideration of the agenda must of necessity await the 
publication of both the definitive program and the proceedings 
of the Conference. However, the composition of the Latin 
American panel invites a comment or two in view of the objec- 
tives and sponsorship of the meeting. 


The Conference was called to consider research and teach- 
ing problems in relation to area studies. One would assume, 
therefore, that a special effort would be made to have all the 
important disciplines in the field of the social sciences repre- 
sented at the meeting. Yet, one would look in vain for eco- 
nomists on the list of participants. This failure to give any 
recognition whatever to research in the field of Latin American 
economics is most unfortunate. It is unfortunate in that it 
might create the impression that in the view of the sponsors 
of the Conference the Latin American area can be studied in 
a sort of an economic vacuum. No such views are, of course, 
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imputed to members of the Latin American panel, but it is im- 
possible not to question the validity or usefulness of any ap- 
proach to area studies, such as is envisaged in the Hall report, 
that leaves out of consideration economic aspects of the area. 


It will be readily granted that research and teaching in the 
field of Latin American economics has not yet attained the 
breadth and degree of maturity of which historians, anthropolo- 
gist and students of literature are so justly proud. This in 
itself, however, is hardly a sufficient and valid reason for ex- 
clusion of economists from a conference concerned with the 
problem of area studies in all its manifestations. On the con- 
trary, precisely because research in Latin American economics 
is relatively underdeveloped the presence of representatives of 
this discipline would have been most desirable. 


In recent years research in Latin American economics has 
been making gratifying progress. It is not too much to say 
that accomplishments in this sector of area studies have been 
such as to justify fuller recognition than the sponsors of the 
Latin American panel were apparently willing or able to accord. 


That such recognition is not forthcoming must be dishearten- 
ing to scholars in this field, and may as a consequence retard 
full realization of the objectives of the Conference with respect 
to the Latin American area. 


The distribution by disciplines of the membership of the 
Latin American panel was as follows: Anthropology—7; His- 
tory—3; Language and literature—4; Sociology—2; Geography 
—1; Political Science—1. 


M. B. AND S. M. 
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PRELIMINARY REPORT TO THE UNITED NATIONS 
ECONOMIC AND SOCIAL COUNCIL ON AN 
ECONOMIC COMMISSION FOR LATIN AMERICA 


The preliminary report of the Ad Hoc Committee on Pro- 
posed Economic Commission for Latin America was released 
by the United Nations Economic and Social Council on Decem- 
ber 10, 1947. The Council established the Ad Hoc Committee 
on August 11, 1947 to consider the factors bearing upon the 
establishment of an economic commission for Latin America 
and to present a report with recommendations. 


The preliminary report contains statements of the terms of 
reference, the precedents relating to the proposal for creation 
of a commission, the economic factors relevant to the establish- 
ment of a commission, the activities of the Specialized Agencies 
in respect of Latin America, the activities of the Pan American 
Union and its Inter-American Economic and Social Council. 
There is also included a review of economic conditions in Latin 
America. 

The Ad Hoc Commission lists three factors as being of 
special significance with respect to the proposal for creation 
of an economic commission for Latin America: (1) the abnormal] 
rate of use of capital equipment during the war years, coupled 
with the fact that Latin America was poorly equipped and poorly 
prepared to make the war effort; (2) the general lack of de- 
velopment in Latin America, which requires outside assistance 
if its own contributions to economic development are to be 
accelerated and maximized; (3) the fact that Latin America 
now finds that the accomplishment of its developmental plans, 
the repair of wartime economic losses and replenishment of 
capital equipment are more difficult and costly than had been 
anticipated. The discussion of these factors is quite superficial. 
In the discussion of current problems, emphasis is placed upon 
the increased prices of imports, ignoring the fact that exports 
also command heavy premiums over pre-war price levels. 
Major importance is attached, without supporting documenta- 
tion, to a serious contraction in overseas demand for Latin 
American products. 
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The most conspicuous error of the preliminary report is the 
failure to establish the nature of the function which would be 
assigned to an economic commission, the inability to spell out 
the type of contribution which a United Nations Economic Com- 
mission for Latin America might make to the solution of the 
problems enumerated. The same inability to translate into 
practical operating terms the generally accepted objectives has 
always hampered the Pan American Union’s efforts in the same 
field. 


The preliminary report merely states that Latin America’s 
“present handicaps are so great and have been so far aggravated 
by the events of the war” that Latin America too has “need for 
the services of an economic commission which is both an arm of 
the United Nations as a whole and yet is working in the midst 
of the Latin American countries and is concerned solely with 
their problems.” The assertion is made, again without trans- 
lation into practical terms that “any attempt to remedy Latin 
American economic maladjustments would need a co-ordinating 
regional body which must aim at the raising of living standards, 
the industrialization and the diversification of the Latin Ameri- 
can economies, the intensification and better distribution of their 
international trade, a better and broader utilization of their 
natural resources, and the further development of industrial, 
agricultural, trading, transportation and communication tech- 
niques.” The free use of such terms as “co-ordinate” and “in- 
tegrate” is reminiscent of budget-padding efforts of United 
States Government agencies. 


The Ad Hoc Committee examined the program of the Spe- 
cialized Agencies and concluded that “the creation of an Eco- 
nomic Commission for Latin America could not impede. . .” 
this work. The obvious clash in function with the Inter-Ameri- 
can Economic and Social Council of the Pan American Union 
caused the Ad Hoc Committee to examine the program of that 
body. It noted that the Pan American Union’s Council had 
in turn set up a group to study the proposal for a United Na- 
tions Commission. In the absence of serious determination by 
either body of how they can make a contribution to the solution 
of the problems, it is difficult to define the over-lapping. 
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The “Review of Economic Conditions throughout Latin 
America” which was released in the preliminary report reads 
like a burlesque of an out-of-date high school manual, but it 
is offered quite seriously. Statistics are out of date, wrong, 
and/or poorly handled. Estimates long rejected by competent 
authorities find acceptance. The general character of the re- 
view is unbelievably poor and unsuited for the deliberations of 
such an important group. It augurs poorly for the contribu- 
tion to be expected to inter-American economic development 
from this body. 


The Ad Hoc Committee recommended the establishment of 
an economic commission, whose principal activities would be 
“studying and finding means to resolve the most urgent prob- 
lems which derive from the economic maladjustments brought 
about by the war; raising the level of economic activity of the 
countries of that region; integrating the Latin American eco- 
nomy with that of the rest of the world with a view to its co- 
operation in the common effort toward world economic sta- 
bility ; and co-ordinating the activities of the Economic Commis- 
sion for Latin America with those of other functional or regional 
organs of the United Nations, including the Specialized 
Agencies.” 


S. G. H. 





